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MESSAGE FROM THE MAYOR 

We know that Puerto Rico has lived on the edge of multiple economic 
and social factors that undermine the progress of the country's 
development.  In the midst of these storms, the Caguas Municipal 
Administration has stood firm by offering quality services, innovating 
in the midst of emergency situations and responsibly using the 
resources available under recovery and reconstruction laws and 
programs.  

Our way of administrating allows us to consolidate the goals of a good government that 
recognizes the needs and addresses the citizenry with respect.  The initiatives we develop 
respond to the general welfare and focus on a promising future.  

In times of emergency, our roots of collaboration and alliances have added resources and have 
been key to respond to the citizenry.  In compliance with the objectives outlined, our work team 
strives daily to be competent and efficient, which results in a professional municipal 
administration guided by transparency and social justice.    

The following is a breakdown of what will be the budget for fiscal year 2023-2024.  I 
respectfully submit for your consideration our fiscal projections, which respond to a responsible 
work plan that places Caguas in a better position for development and growth in the future.  

The Consolidated Budget of Revenues and Expenses of the Autonomous Municipality of Caguas 
for fiscal year 2023-2024 amounts to $190,990,229. This represents a decrease of $27,917,976 in 
comparison with the budget for the current fiscal year. Of these resources, $100,535,892 is 
estimated to come from the General Fund.  

The General Fund is estimated to be funded by: $28,506,212 from Property Tax; $28,190,000 
from Municipal Patents; $23,990,000 from Sales and Use Tax; $5,704,230 from 
Intergovernmental Revenue; $4,550,000 from Eventual Revenue; $7,610,630 from Licenses and 
Permits; $713,400 from Service Revenue; $53,420 from Miscellaneous Revenue; $318,000 from 
Bank Revenue; and $900,000 from Fines and Forfeitures.  

      Dependency     2022-23        2023-24   Change 

Municipal Legislature $        599,057 $ 623,136 $       24,079 
Executives 1,503,076 1,907,645 404,569 
Advisory Offices 11,504,330 5,628,117 (5,876,213) 
Support Offices 43,498,870 43,390,018 (108,852) 

Operational Offices 42,591,715 48,986,976 6,395,261 

Total $  99,697,048 $    100,535,892 $    838,844 
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CAPITAL IMPROVEMENTS  

Included in our budget is a comprehensive capital improvement plan that will draw from a 
variety of funding sources. Among them: FEMA funds; Community Development Block Grant 
(CDBG); and loans payable with the Special Additional Property Tax (SAC), for a total 
investment of $32,728,076.  

ANNUAL ELEMENT OF CAPITAL IMPROVEMENT 

Sources Cost 

Federal Emergency Management Agency (FEMA) $  9,331,961 

Community Development Block Grant (CDBG) $  1,022,614 

Loan - Notes of General Obligations  $ 22,373,501 

Total $ 32,728,076 

Our capital improvement plan responds to important projects for the city of the future we are 
building. We impacted our road infrastructure with an investment of millions of dollars.  The 
condition of our roads is one of our priorities since it is a transcendental issue for the 
development of our city, which is considered the center of economic, cultural, gastronomic, and 
social activity in the central-eastern region of Puerto Rico.  In addition, road safety is a very 
important aspect of our vision of government that seeks to improve the quality of life of our 
people.  

In addition, it is necessary that our 2023-2024 budget includes the necessary funds allocated to 
the Department of Infrastructure, Beautification and Conservation to attend to the infrastructure 
(roads, buildings, courts, etc.), beautification (gardening/landscaping and painting), public 
lighting and other needs of the Cañaboncito Ward.  The funds for such purposes are 
contemplated in the Consolidated Budget with resources from the General Fund, FEMA, CDBG, 
new financing, ARPA Funds and Local Special Funds, among others. 

OTHER RELEVANT ASPECTS  

Safety is a priority issue for our municipal administration.  We adopted a humanistic vision for 
our comprehensive security plan. We have given a community focus to the Municipal Police and 
we are committed to prevention strategies supported by more and better resources.  In this 
equation, technology has been our ally, which has allowed us in the past 11 years to lower the 
crime rate in Caguas by -69.6%.  That is why, as part of our vision of security and the future, the 
organizational structure of the Autonomous Municipality was amended by converting the 9-1-1 
Program into the Municipal Office of Emergency Medical Services.  This change is accompanied 
by the creation of seven new paramedic positions to continue offering services to citizens 24/7.  

Likewise, we continue to offer better working conditions and benefits for our employees and our 
security component.  For this reason, we allocated $52 thousand for a Protection-MAPFRE 
Policy for 174 employees of the Municipal Police, the Municipal Office of Emergency 
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Management (OMME) and the Municipal Office of Emergency Medical Services.  This policy 
covers and offers compensation in case of accidents, accidental death, dismemberment, loss of 
mobility, among others.  

The 2023-2024 budget also includes the necessary funds to cover the recurring budgetary impact 
of salary increases in accordance with the implementation of the Classification and 
Compensation Plan approved in September 2022.  In addition, the allocation of $218 thousand 
for Cancer Insurance for our workforce, which is at no cost to employees, is maintained.  

Our employees have been instrumental in major emergencies.  With their skills, knowledge and 
willingness they have gone the extra mile when circumstances required it.  Without their 
commitment, our work agenda could not be achieved.  Improving working conditions also allows 
us to be competitive and to attract and retain the best talent. For this reason, all of these measures 
become a strategic tool for achieving our organization's goals and objectives.  

This budget contains our vision to continue making Caguas a city of opportunities.  We work 
every day to create the conditions for the development of entrepreneurs. We strive to promote 
culture and sports.  We work so that senior citizens, students, women, and our communities can 
receive the quality services to which they are entitled.  From sunrise to sunset, we strive to keep 
our city clean and orderly for the delight of our visitors and the pride of the Cagüeños.  Day by 
day we work so that our people enjoy the city in an atmosphere of peace and harmony.  

We oversee healthy coexistence and quality of life ... ¿Caguas?, Seguro que sí. 
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The Government Finance Officers Association of the United States and Canada (GFOA) presented 
a Distinguished Budget Presentation Award to Autonomous Municipality of Caguas, Puerto 
Rico for its annual budget beginning July 01, 2022.  In order to receive this award, a governmental 
unit must publish a budget document that meets program criteria as a policy document, as an 
operations guide, as a financial plan, and as a communications device. 

 
This award is valid for a period of one year only and we have received it for 13 consecutive years.  
We believe our current budget continues to conform to program requirements, and we are 
submitting it to GFOA to determine its eligibility for another award. 
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ORGANIZATIONAL STRUCTURE  

  

 
INTRODUCTION 
 
This section presents the administrative 
organization of the Municipal Executive 
and Legislative Branches.  Our 
organizational structure was designed to 
strengthen teamwork, facilitate 
interaction among its components, 
reasonably ensure compliance with 
strategic objectives and promote 
comprehensive, effective and efficient 
service delivery.  It allows us to continue 
advancing our priority projects, works and 
programs, as established in our Strategic 
Plan and aimed at becoming a world-class 
City. 
 
MUNICIPAL LEGISLATURE 
 
The Municipal Legislature is composed of 16 members elected by the people. It has a President, 
two Vice Presidents and a Secretary who directs the work of the administrative staff.  
 
EXECUTIVE OFFICES 
 
The main executives of the Municipal Administration are the Mayor, the Vice Mayor, the 
Executive Advisor, the Secretaries and the Director of Press and Communications.  The Office of 
the Mayor, the Office of the Executive Advisor and the Secretaries are the administrative units that 
cover the managerial function.  The divisions attached to the Office of the Mayor are: the Mayor's 
Office itself, the Office of the Vice Mayor and the Faith-Based and Community Initiatives Unit. 
 
ADVISORY OFFICES  
 
The following administrative units constitute the advisory offices: Human Resources, Planning, 
Environmental Affairs, Internal Audit and Permits.  These offices are responsible for providing 
technical advice to the Mayor and other municipal officials. 
 
SECRETARIATS 
 
The secretariats are administrative units headed by Secretaries, who are appointed by the Mayor 
and confirmed by the Municipal Legislature.  They are in charge of supporting, coordinating and 
following up the execution of the strategic objectives and the Municipal Government Program.  
They are: Secretariat of Administration, Secretariat of Infrastructure, Beautification and Building 
Conservation, Secretariat of Human Development and Secretariat of Economic Development. 
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SUPPORT OFFICES 
 
Units headed by directors, responsible for managing all the organization's resources and offering 
internal services of a general nature.  This group reports to the Secretary of Administration and 
is composed of: Finance, Management and Budget, Municipal Clerk, Information Technology and 
Purchasing and Auctions.  In addition, the Press and Communications and Public Events offices 
report directly to the Mayor. 
 
OPERATIONAL OFFICES 
 
Administrative units headed by directors. They are responsible for providing services that directly 
impact citizens.  This group is composed of the following administrative units:    
 

 The Secretariat of Infrastructure, Beautification and Building 
Conservation groups the following administrative units: Citizen 
Mobility, Public Works, Landscaping and Beautification, Building 
Conservation and Recycling and Sanitation, and the Municipal 
Office of Recovery and Reconstruction (OMRR), which reports 
directly to the Mayor.  

 
 The Human Development Secretariat groups the following 
administrative units: Citizen Services, Community Self-Development, 
Housing, Education, Cultural Development, Recreation and Sports, 
Head Start Program and the Women's Office. 
 

 
 The Secretariat of Economic Development Caguas Emprende 

groups the following areas or programs: PromoCaguas, Plaza del 
Mercado, Tourism and Marketing, Film Development Program and 
the Office for the Development of the Traditional Urban Center 
(ODECUT). 

 
 The Public Safety and Security Area groups the following 
administrative units: Municipal Police, the Municipal Office of 
Emergency Management (OMME) and the Municipal Office of 
Emergency Medical Services (OMEM). These operational units report 
directly to the Mayor's Office. 
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ELECTED OFFICIALS 
 

MAYOR 
William E. Miranda Torres 

 

MUNICIPAL LEGISLATURE 
 

CHAIRMAN 
Alberto R. Costa Berríos 

 
Victoria Cintron Cruz 

Juan J. Velázquez Villares 
Sylvia Rodríguez Aponte 

Luis R. Pérez Rosario 
Ismael González Rivera 

Antonio Cruz Gorritz 
Esteban Ramirez Del Valle 

Héctor J. Cotto Lebrón 
Félix Guzmán Alejandro 
Myrna L. Carrión Parrilla 
Miguel A. Cestero Cavo 

Wenddy L. Colón Martínez 
Sonia Delgado Cotto 

Jason L. Domenech Miller 
 
 

DESIGNATED OFFICERS 
 

Lydia I. Rivera Denizard  Deputy Mayor 
Lcda. Mónica Y. Vega Conde Executive Advisor 
Victor M. Coriano Reyes Secretariat of Administration 
Aida I. González Santiago Secretariat of Human Development 
Ada Belén Caballero Miranda Secretariat of Infrastructure, Beautification and Building 

Conservation 
Zamia M. Baerga Torres Secretariat of Economic Development 
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STRATEGIC PLAN 

 

 

NEW GENERATION STRATEGIC PLAN 

V A L U E S  

Loyalty Professionalism Commitment Integrity Humanism Courage 

V I S I O N  

"Caguas Nuestro Nuevo País, a vibrant, safe, beautiful and orderly city, sustainable, healthy, 
cultured and modern, technologically advanced, solidary in its coexistence, economically dynamic, 

competitive, proud to be the best. Center...and Heart of Puerto Rico." 

M I S S I O N  

"To provide the people with access to quality services in a creative and effective manner, through 
the optimal use of resources and the active participation of the citizenry." 

S T R A T E G I C  G U I D E L I N E S  A N D  G O A L S  
Caguas is youth and healthy coexistence; committing ourselves to the values of human development 
postulated by the international community. 
 

 City of Participatory Democracy 
 Safe City  
 Healthy City  
 City of All 
 Educating City 

Caguas is committed to the principles of environmental conservation that contribute to the 
sustainability of the city. 
 

 Sustainable City  
 Citizen Mobility City  
 Livable City  

Caguas fosters a new culture of entrepreneurship with a global perspective, within a framework of 
competitiveness, sustainability and solidarity economy. 
 

 Entrepreneurial City 
 City with a Vibrant Urban Center 
 World Class Tourist City  

Caguas is the City of the Future, technology and sustainable production: the development of 
information technologies, communications, agro-ecologies, renewable energies, waste management 
and new modes of sustainable production processes will be promoted. 
 

 High Tech City 
 Strategic Axis of the Region 

Caguas is Creole pride: the cultural identity, traditional knowledge, history and heritage of the city 
are fundamental resources for sustainable development. 
 

 Native City 
Caguas operates with a new public management model: based on strategic planning, democratic 
governance, professionalization, e-government and accountability. 
 

 Democratic Governance City 
 Creole Total Quality City 
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CAGUAS IN GRAPHICS 

  

 
The following graphs show the population profile of Caguas and the change over the past 
few years.  The data are also compared with the rest of Puerto Rico.  The figures used come 
mainly from the U.S. Census Bureau, Census Estimate 2021 and the Puerto Rico 
Community Survey 2017-2021. The data related to the services offered virtually were 
provided by the Electronic and Digital Government Units of the Autonomous Municipality 
of Caguas. 
 
ABOUT CAGUAS 
 
The Municipality of Caguas became a city in 1894, after being founded in 1775. The City 
is composed of eleven wards (Bairoa, Beatriz, Borinquen, Cañabón, Cañaboncito, Pueblo, 
Río Cañas, San Antonio, San Salvador, Tomás de Castro and Turabo), which total an area 
of 58.7 square miles. Each of the neighborhoods has its own flag. 
 
In Caguas, we focus on meeting the 
needs of our citizens, communities 
and merchants, providing them 
with excellent service.  Over the 
years, we have succeeded in 
promoting the use of 
technology in the labor, 
social and commercial 
spheres.  The City serves 
as an example and 
model for local and 
international cities.  In 
our town, Democratic 
Governance allows us to 
demonstrate that we are 
transparent, planned, 
organized and that we have a 
good human team, with 
which we will achieve our 
goals.  
 
The municipal administration 
continues to work in all the neighborhoods of our 
city.  We continue to impact recreational and sports facilities in the communities, the 
paving of roads and infrastructure works to achieve the reconstruction of our city.  Our 
environment makes those who visit us wonder and say... "¿Caguas? Seguro que sí.  
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POPULATION 
 

The population of Caguas, 
according to the 2021 Census 
Estimate, reflects a total of 128,182 
inhabitants.  When compared to the 
127,244 population reported in the 
2020 Census, there is an increase of 
938 people or 0.7% percent.  The 
population increase is possibly due 
to the gradual stabilization of the 
economic and social activities that 
were affected by the health 
situations that we went through in 
the past three years as a city and 
country.  
 
The changes in the different age 
groups in the population of Caguas 
are greatly reflected in the different 
age groups (graph 4). 

 
 

 
According to the 2021 Census 
Estimate, Graph 2 shows that women 
represent 53.6% of the City's 
population and men represent the 
remaining 46.4%.  
 
The population increase reflects a 2% 
change in the number of men and 
women. The population in our City is 
one of constant change over the years.  
The increase in population allows us to 
continue to develop new strategies and 
opportunities in both the social and 
economic spheres.  
 
 

 
Graph 2      
  

Graph 1      
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In Graph 3, we present a breakdown of the population of Caguas from the 2011 Census 
Estimate to the 2021 Census Estimate.  We represent in a different color the actual number 
of inhabitants by the 2020 Census.  For the past three years there is an increase of 3.0% 
when compared to 2018.  Positively the movement of inhabitants in our City has allowed 
us to see an economic growth, besides allowing us to achieve an increase in the services 
we provide to the citizens.  Likewise, the social activities that impact our citizens also allow 
people from nearby towns to participate and benefit from them. 
 

 
Graph 4 represents the total population change by age and gender according to the 2021 
Estimated Census. The population groups are distributed in 68,742 females and 59,440 
males.  The estimated 2021 census data by age group currently shows that the estimated 
population totals 128,182 inhabitants.  Persons under 18 years of age represent 17.8% 
of the population.  People between the ages of 18 and 64 represent 61.5% of the 
population.  In addition, the group of people over 65 years of age represents 20.7% of 
the population.  

Graph 3        

Graph 4                    
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HOMES AND FAMILY 
 
Marital Status of the Population by 
Sex reflects a great change in some of 
the concepts. The 2017-2021 Census 
Survey reflects that 43.4% of males 
ages 15 and older have never been 
married, followed by 38.5% of those 
who are married.  The Survey also 
shows that there are 28.6% of women 
who may be living alone; either due to 
divorce or widowhood. The services 
provided to our citizens are evaluated 
based on population changes; 
therefore we are impacting the 
communities by identifying needs and 
bringing the different services through 
the Mayor in your Neighborhood 
program. 
 
The 2017-2021 Survey, which measures the percent of the population under poverty levels, 
reveals in all lines that a high percent of people are under poverty level.  The City's Poverty 
level is at 37.5% of the total population.  In turn, people over 65 years of age represent 
35.9% of the city's poverty level.     

 
 

 
 
 
 
 
 
 
 
 
 
 
 

Graph 5              
   

Graph 6      
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EDUCATION 
 

 
The results of the 2017-2021 Survey regarding school enrollment in Caguas, 3 years of age 
or older, indicate that 6.6% were enrolled at the preschool levels; 37.6% at the primary 
level; 20.8% at the secondary level; and 35.0% at the university level. The level of school 
enrollment growth has remained constant in our city.   
 
 

 
 
 

 
 
 
 
 
 

Graph 7        
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The population of Caguas aged 25 years and older, according to the 2017-2021 Community 
Survey in Graph 7, shows that it has an academic preparation beyond high school or its 
equivalence.  
 
83.5% of the population has from some college credit to a doctorate degree.  The line of 
higher education or equivalency reflects an amount of 6.4%.  In the municipality of Caguas 
we have seen an increase in the number of academic institutions that offer university 
courses as well as postgraduate ones.    
 
The growth of educational options in our city has allowed young people and adults to have 
greater opportunities for professional growth.  These initiatives allow new options in the 
field of education to be offered in the labor area. 
 
 

 

EMPLOYMENT BY INDUSTRY  

The 2017-2021 Community Survey in Caguas, shows that ten (10) of the thirteen (13) 
groups represented by area are above 4% in employments.  We can highlight that the area 
of Educational Services, Health and Social Assistance has the highest percentage of jobs, 
with 23.6%.  In addition, Retail Trade, Professional Services, Managerial and Solid Waste 
Services, Recreation, Sports, Accommodation and Food, Manufacturing and Public 
Administration have a percentage higher than 7%.  The areas with the lowest percentages 
are Agriculture, Forestry, Fishing, Hunting and Mining, Information, Transportation, 
Wholesale Trade, Finance, Insurance, Real Estate and Rental and Other Services. 

Graph 8      
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Graph 9      
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The 2017-2021 Community Survey 
of occupational groups shows that 
the highest percentage of 
occupations in Caguas are related to 
Administration, Business, Sciences 
and Arts with 37.2%.  This is 
followed by Sales, Office Work and 
Services with 25.3% and 19.6%, 
respectively. Caguas has industries 
and occupations that offer diverse 
job options.   The Secretariat of 
Economic Development, Caguas 
Emprende, trains our city's 
merchants in the creation and 
management of their businesses.  
The benefit of these programs allows 
for population and economic growth.   
 
 

HOUSING 
  

 
The inventory of properties in 
Caguas allows different sectors of 
the population to have available 
housing in all areas of the city.  
 
According to the 2017-2021 
Survey, in Caguas 66.8% of the 
homes are owner-occupied.  In 
Puerto Rico, when comparing 
homeowners, the percentage is 
1.2% higher than in Caguas.   The 
survey shows that the total 
percentage of rented housing in 
Caguas is higher than in Puerto 
Rico.   

 
 

Graph 11      
  

Graph 10       
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Graph 12    
    

Graph 13    
    

The survey in Graph 12 shows that 
62.0% of property owners in Puerto Rico 
do not have a mortgage.  In Caguas it is 
51.0%.  When compared with 
mortgaged homes on the island, the 
difference is 10.4% higher in Caguas.   

The graph shows that the occupancy 
rate, at 84.2%, is higher than in Puerto 
Rico.  In addition, there is a 7.2% 
difference between vacant and occupied 
properties. 
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REVENUES 
 
The Households and Families 
line item in the 2017-2021 
Survey reflects that 74.3% of 
households in Caguas have 
an income of less than 
$50,000. Of that percentage, 
9,089 families and 13,078 
households are between 
$25,000 to $49,999.  The 
remaining 12,771 families 
and 22,739 households are 
below $25,000.   The number 
of households above $50,000 
income is 12,409 and the 
number if families is 9,702 
representing 25.7% and 
30.7% respectively. 
 
 
 

 
Graph 14        
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TRANSPORTATION 
 
The following graph presents the data corresponding to the means of transportation used 
by the inhabitants of Caguas to move from one place to another within and outside of our 
city.  80.6% use their cars, trucks or vans to get around.  The remaining 14.6% share 
vehicles, use public transportation, cabs, motorcycles, bicycles or walk. In addition, we 
highlight that there are 4.8% who work from home.   

 
 
The Department of Citizen Mobility is 
in charge of planning and developing a 
safe and reliable integrated mass 
transportation system for the citizens 
of our City.  They work to have better 
mobility conditions in urban spaces 
and contribute to the connectivity in 
our Central Eastern Region.  In 
addition, they seek to create and 
maintain a reliable method of mass 
transportation that integrates all 
existing systems, educating and 
motivating citizens to use the various 
means of transportation available.  
 

Graph 15        
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VIRTUAL SERVICE 
 

 
Graph 16 shows the flow of people 
navigating the city's portal. The 
incorporation of technology in the 
programs and services of our 
municipal administration has 
provided citizens with a tool to carry 
out governmental procedures.  This 
allows costs in the management of the 
operation to be better distributed.  It 
also facilitates the supervision and 
implementation of solutions to the 
needs of citizens achieving that they 
are carried out in an agile and 

effective way.   From 2019-2020 to the present we have achieved greater presence and visits to 
our portal, increasing the total number of visitors by 354,039 and reaching a number of visits of 
427,257.  
  
The cyber portal www.caguas.gov.pr facilitates access to information, provides direct services to 
citizens, streamlines municipal operations, provides data on transparency, credibility, 
accountability, citizen participation and everything related to the activities carried out in our city. 
 
The Municipality has a Citizen Attention Unit available for citizens, which offers direct assistance 
on some services.  The Unit electronically channels service requests from citizens related to the 
Departments of Public Works, Landscaping and Beautification, Environmental Affairs, Housing, 
Head Start and Cultural Development.  Requests are handled through the "Respond" program from 
8:00 am to 4:00 pm.  The program allows the management of an electronic file, in which the data 
of the request made by the citizen is kept up to date.  For this 2022-2023 year, over 398 requests 
have been handled.  
 
The number of citizens, followers 
of Social Networks, can be seen in 
Graph 17.  The increased presence 
of the Municipality of Caguas in 
the media allows citizens to be 
informed at all times of what is 
happening in our City. In addition, 
the use of the networks for 
education, cultural activities and to 
promote the different activities of 
our agencies, helps to immediately 
attend to the needs of residents and 
visitors to our City.   

Graph 16     
   

Graph 17       
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POLICIES AND PROCEDURES 

  

In Caguas we have adopted several financial and budgetary policies through ordinances, 
resolutions, executive orders, regulations and procedural manuals to maintain the financial 
integrity of our City.  However, the main fiscal procedures of the Municipality are established by 
Act No. 107 of August 14, 2020, as amended, known as the Municipal Code of Puerto Rico, and 
the Regulations for Municipal Administration 2016, managed by the Office of Management and 
Budget of the Government of Puerto Rico. 
 
Established financial and budgetary policies provide advantages in the administration of our City.  
In addition, they save time and resources in the discussion of financial matters, increase the 
people's trust and provide continuity in procedures.  Their purpose is to ensure that financial 
resources are available to meet the present and future needs of Caguas.  They are the fundamental 
basis and conceptual framework for the issues and decisions facing the City.  They promote the 
stability, efficiency, and effectiveness of our Municipal Administration.
 

BUDGET PROCESS 
 
The Strategic Plan contains the defined goals, objectives, plans, projects and services that are the 
basis of the budgetary process of the Municipality.  In this way, resources are distributed in a 
structured manner to ensure quality, cost efficiency, effectiveness, and citizen satisfaction. 
 
The budget process is a cyclical one and revolves around the phases of programming, formulation, 
approval, execution, evaluation, and control.  This process is part of the essential components that 
seek to transform the municipal government program into achievements and results.  The Budget 
Calendar is established as a guide to effectively comply with this process.   
 
 

Programming

Formulation

ApprovalExecution

Evaluation 
and Control

Budget 
Process 
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BUDGET CALENDAR 
 

FEBRUARY - APRIL 2023 

Director of Management and Budget 
 Prepare and distribute to the municipal units the budget calendar and the forms with their 

instructions. 
 To provide unit directors with the statistics of the previous year's expenditures and estimated 

expenditures for the current year, in accordance with the current budget. 
 Initial meeting with directors for orientation on the process. 
 Review and discuss budget estimates with unit directors. 
 Final meeting with the Mayor. 
 Prepare draft resolution, with the approval of the Mayor. 

 

Chief Financial Officer 

 Prepare revenue estimates. 
 Refer the most recent Audited Financial Statement to the Director of Management and 

Budget. 
 

Unit Directors  

 Prepare a work plan on the operations of the different programs, which includes an estimate 
of expenses for the fiscal year and financial resources. 

 Prepare and submit to the Director of Management and Budget budget data, including 
Special Fund revenue estimates. 

 

Mayor, Director of Management and Budget 

 Hold meeting to determine capital improvement program. 
 

APRIL 1, 2023 
MAY 16 TO 27, 

2023 
JUNE 10, 2023 

 State agencies and public 
corporations must submit 
revenue and expenditure 
estimates to the 
municipalities. 
 

 Reproduce 
the Budget 
document. 

 

 The Mayor files with the Municipal 
Legislature the Draft Balanced Budget 
Resolution, together with a budget 
message.  

 Forward a copy of the draft budget 
resolution to the Office of 
Management and Budget of the 
Government of Puerto Rico (OMB) in 
digital format (OCR) and the 
electronic spreadsheets designed by 
OMB. 
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JUNE 8 TO 16, 2023 JUNE 10, 2023 

 Period in which the Municipal 
Legislature evaluates the proposed 
budget and approves it. 

 The Office of Management and Budget of the 
Government of Puerto Rico preliminarily 
reviews the budget to verify that it complies with 
the provisions of law and submits its 
observations and recommendations on the draft 
budget resolution to the Mayor. 

 

JUNE 2023 JUNE 26, 2023 

 The Mayor, within six (6) days after the draft budget 
resolution has been approved by the Legislature, approves 
or objects to the same. 

 Upon approval of the budget by the Mayor, the Secretary 
of the Municipal Legislature distributes a copy of the 
budget to the Mayor and concerned municipal officials. 

 The Director of the Office of Management and Budget 
sends to the Secretary of the Municipal Legislature the 
Approved Budget and the approved Salary Distribution in 
the electronic spreadsheet designed by the Office of 
Management and Budget of the Government of Puerto 
Rico. 

 Within 10 days following the date of its approval, the 
Secretary of the Municipal Legislature shall send by e-mail 
to the Office of Management and Budget of the 
Government of Puerto Rico, a certified copy of the 
Approved Budget in digital format (OCR) and in the 
electronic spreadsheet designed by the Office of 
Management and Budget of the Government of Puerto 
Rico. 

 Deadline for the Mayor to 
respond to the 
observations of the Office 
of Management and 
Budget of the Government 
of Puerto Rico.  Include 
evidence of the actions 
taken, including a copy of 
the budget document in 
digital format (OCR) and 
the electronic spreadsheet 
designed by the Office of 
Management and Budget. 

 

  
JULY 1 TO AUGUST 15, 2023  AUGUST 25, 2023 

 The Office of Management and Budget of 
the Government of Puerto Rico reviews 
the draft resolution of the approved 
budget to verify whether it complies with 
the provisions of the law. 

 The Office of Management and Budget of 
the Government of Puerto Rico forwards 
any observations or recommendations to 
the Mayor and the President of the 
Legislature. 
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AFTER AUGUST 25, 2023 

 The Mayor and the President of the Municipal Legislature have ten (10) days from the receipt 
of the communication to answer the observations and actions they will take to the Office of 
Management and Budget of the Government of Puerto Rico. 

 At the end of the previous ten days, the Mayor and the President of the Municipal Legislature 
shall forward to the Municipal Management and Budget Office a copy of the documents 
evidencing the actions taken, including a copy of the budget document containing the same.  

 
 

PROGRAMMING 
 
The Municipal Strategic Plan is a guiding and vital instrument in the programming phase.  It discusses 
the strategies, programs, measurements, and performance indicators that support all strategic 
objectives, which serve as the primary mechanism for assessing progress toward the achievement of 
the short-term goals that are developed each fiscal year. 
 
In this phase, the goals and objectives of the Municipality are linked to the programs of each 
department or office that develops the actions and strategies leading to compliance with the Strategic 
Plan.  This link articulates the institutional objectives with the human and economic resources that we 
will invest for the benefit and welfare of the citizens. 
 
The Administration of the Municipality of Caguas continues with the development of the New 
Generation Strategic Plan.  In the development of this plan, discussions have been held with the 
different sectors of the city (business, education, religious), as well as with the communities.  The new 
Plan will have terms, goals, and objectives for the short (2020-2022), medium (2023-2025), and long 
term (2026-2030).  The proposals to be developed include the input of citizens in order to ensure that 
the projects or actions they request, based on established criteria, can guarantee economic, 
climatological and cultural sustainability. 
 
FORMULATION 
 
It begins with the preparation of the budget request process guides by the Municipal Office of 
Management and Budget.  The guidelines are distributed to all managers of municipal offices and 
departments so that each one may exercise his or her responsibility within each stage of the process, 
as appropriate.  They provide specific instructions on how to prepare the budget requests, as well as 
the Calendar or Work Plan with the defined deadlines for completing each activity or task. 
 
To prepare and balance the budget, the calculations and estimates provided by the Executive Director 
of the Municipal Revenue Collection Center (CRIM) and the public corporations required by law to 
make contributions and/or compensations to the municipal governments are used.  Likewise, for those 
revenues that are part of the Municipality's taxing powers, the revenues certified in the most recent 
external audit report or "Single Audit" are included.  Revenue estimates are classified by funds and 
sources of income, following the uniform chart of accounts established by the Office of Management 
and Budget of the Government of Puerto Rico. 
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Estimated revenues from the Property Tax, Equalization Fund and Lottery are as reported by the 
Executive Director of the CRIM.  Revenues to be received as compensation or contributions from the 
Government of Puerto Rico, compensation in lieu of taxes paid by public corporations, contributions 
to trusts, federal contributions, and any other contributions, are as reported by the public corporations 
or the agency that manages the distribution of such funds. 
 
On the other hand, the estimates comprising local revenues are based on the experience of previous 
years' collections.  For less recurring revenue items, in addition to the aforementioned basis, the 
Municipality analyzes other factors such as economic trends or projections and departmental estimates 
of revenues from services rendered, in order to obtain a reliable figure to be included in the budget.  
These estimates are reviewed by the Office of Management and Budget of the Government of Puerto 
Rico. 
 
Revenues from Patents and Sales and Use Tax (IVU) also include interest and late fees associated with 
such taxes.  In the case of patents, the amount included in the budget is the total amount of patents 
levied minus five percent (5%) taken as a reserve for uncollectible resources.  These items are not 
subject to the revenue estimate mechanism and are prepared on the basis of the revenues certified in 
the external audit reports or "Single Audit". 
 
Contributions from the federal government considered for budget purposes are those amounts 
approved and certified or requested and awaiting approval.  Legislative contributions are those 
resolutions approved by the Legislative Assembly for a specific purpose. 
 
On the other hand, the various municipal administrative units prepare a work plan and the calculation 
of estimated expenditures for the budget year.  It is mandatory that they include in their budget requests 
allocations with sufficient credit for the following purposes and in the following order of priority: (a) 
interest, amortization and retirement of the municipal public debt; (b) other expenses and statutory 
obligations; (c) payment of court judgments; (d) the amount necessary to cover any deficit of the 
preceding fiscal year (if applicable); (e) the expenses to which the Municipality is legally bound by 
contracts already entered into; (f) other expenses or obligations required by law; (g) other operating 
expenses; and (h) the hiring of Puerto Rican native music artists, pursuant to Act No. 223-2004, as 
amended.  The Municipal Legislature may amend the draft resolution of the general budget of the 
Municipality to incorporate new accounts or decrease or eliminate account allocations. However, the 
appropriations to cover the accounts indicated in items (a) through (e), may not be reduced or 
eliminated, but may be amended to increase them.  Should the Municipality reflect a surplus in the 
current budget, it may use the surplus to amortize the debt or, by exception, establish an Emergency 
Fund to which up to thirty percent (30%) of the surplus may be paid in, which may only be used when 
there is a declaration of emergency.  If there is no accumulated deficit, it may be used to nourish an 
Emergency Fund from the surplus of the current budget. 
 

Once the offices and departments submit their budget requests, OMB begins its evaluation process, 
taking into consideration: the revenues certified in the "Single Audit" by the Department of Finance; 
the Mayor's commitments; the municipal work plan, mission and services offered; and the needs of 
the citizens.  This evaluation process results in recommendations for resource allocation and 
adjustments which are discussed with the directors, secretaries and the Mayor for approval.  
Subsequently, the General Budget Document of the Municipality is prepared together with the Draft 
Budget Resolution and the Mayor submits the same to the consideration of the Municipal Legislature 
no later than June 10 of each year, as provided in Article 2.097 of Act No. 107 of August 14, 2020, as 
amended, better known as the Municipal Code of Puerto Rico.  In addition, said Article provides that, 
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as an exception, in the years in which a state of emergency is decreed, as defined in Act 107, supra, 
the Draft Budget Resolution shall be filed before or electronically filed with the Municipal Legislature 
and the Office of Municipal Management, together with a written message, no later than June 15 of 
each year.  
 

APPROVAL  
 
The budget approval process begins with budget hearings before the Fiscal Affairs and Economic 
Development Committee of the Municipal Legislature.  These hearings are attended by the secretaries 
and directors of the municipal offices and departments to present and defend the budget recommended 
by the Executive. 
 

Once the budget hearing process is completed, the Municipal Legislature considers the draft general 
budget resolution in plenary session, during a regular session, approves it and submits it to the Mayor 
no later than June 20 of each fiscal year.  Within five (5) days thereafter, the Mayor shall sign it or 
return it unsigned within the same term, including his objections and recommendations.  If the Mayor 
fails to comply with the foregoing, it is understood that the same is signed and approved by the Mayor 
and the resolution of the general budget of the Municipality is effective for all purposes on the date of 
expiration of said term. 
 

If the Mayor returns to the Legislature the draft budget resolution with his objections and 
recommendations, the Chairman of the Legislature, within five (5) days following receipt thereof, 
must call an extraordinary session. This session is only to consider the Mayor's objections and 
recommendations and may not last more than three (3) consecutive days. The Legislature may amend 
the draft resolution by adopting all or part of the Mayor's recommendations with the affirmative vote 
of a majority of the total number of its members. 
 

The draft budget resolution, as amended and approved, is again submitted to the Mayor, who has a 
term of three (3) days to sign and approve it.  If the Mayor does not sign and approve it within said 
term, it is understood that the draft budget resolution, as amended, has been signed and approved by 
the Mayor and shall become effective as of the date of expiration of said term, as if the Mayor had 
approved it. 
 

The Legislature may approve the proposed municipal budget resolution over the objections and 
recommendations of the Mayor, with the affirmative vote of not less than two-thirds (2/3) of the total 
number of the members of the Legislature.  The budget thus approved shall become effective and shall 
be in force for the following fiscal year.  When the Legislature does not decide on the objections and 
recommendations of the Mayor to the draft resolution of the general budget of expenditures approved 
by the Legislature, or when it does so and the Mayor does not concur with them, the draft resolution 
in question is approved and the credit of the accounts on which the Legislature did not decide, as well 
as that of those approved by the Legislature and not accepted by the Mayor, are placed in a reserve 
account.  The distribution of this reserve may only be made by means of a resolution to that effect, 
duly approved by the Municipal Legislature.  
 
On the other hand, when the Legislature does not meet on the date established to consider and approve 
the draft general budget resolution submitted by the Mayor, or when, having met, it does not approve 
it within the term of the regular session, the budget submitted by the Mayor shall be in effect for the 
following fiscal year.  Likewise, when the Mayor does not submit to the Legislature, by the date 
indicated by law, the draft resolution of the general budget of the Municipality, the Legislature may 
prepare and approve a draft budget of its own initiative, which shall be effective as if it had been 
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approved and signed by the Mayor.  In this case, if the Legislature does not prepare and approve a 
budget of its own initiative, the original budget approved for the previous fiscal year shall govern.  
 

Once the General Budget Resolution of the Municipality has been approved, the Secretary of the 
Legislature distributes the same to the municipal officials concerned and to the Office of Management 
and Budget of the Government of Puerto Rico, together with the supplementary documents that served 
as the basis for the determination of the allocations and estimates of local revenues to be received 
during the corresponding fiscal year.  The resolution of the General Budget of Revenues and Expenses 
of the Municipality and the supplementary documents constitute a public document subject to 
inspection by any interested person. 

 
 
 
 
 

 
 
 
 
 
EXECUTION 
 
Once the budget is approved and the new fiscal year begins, budget accounts are established to record 
estimated revenues and appropriations in the appropriate fund accounts.  The amounts allocated to 
each account are transferred to the budget control books, according to the regular expenditure budget, 
as well as the allocations for special and federal programs.  The unobligated and obligated balances 
remaining as of June 30 of the appropriations without a given fiscal year are also transferred. 
 
During the course of the year, obligations, disbursements, and available balances of appropriations by 
fund are reflected in the books.  Allocations for which no detail by account is prepared are recorded 
in the books on an aggregate basis.  Special appropriations for capital improvements and 
appropriations for specific purposes will be carried on the books only when the corresponding funds 
are available to the Municipality.  Those special appropriations authorized by the Legislature are 
deposited in a special bank account, separate from any Municipal account.  Annually, at the close of 
the fiscal year, a report of the surplus in this account, including disbursements made and interest earned 
thereon, is submitted to the Legislature.  The interest accrued in this account is paid into the checking 
account of the Municipality. 

 

25



POLICIES AND PROCEDURES 

  

 
Interdepartmental service funds are exempt from budgetary account control if they do not have 
budgetary appropriations.  However, they must record the accounts necessary to determine receipts, 
disbursements, and status in accordance with generally accepted accounting principles.  
 
The Mayor administrates the general expense budget of the Executive Branch, which includes the 
authorization of credit transfers between accounts of said budget.  The approval of such transfers is 
made through executive orders of the Mayor, a copy of which is forwarded to the Municipal 
Legislature within five (5) days from the date of signature.  Credit transfers from budgetary allocations 
for the payment of salaries and fringe benefits to other accounts require the approval of the Municipal 
Legislature.  Likewise, the funds in Reserve Accounts created in the General Expense Budget 
Resolution may only be distributed by means of a resolution to that effect, duly approved by the 
Municipal Legislature.  On the other hand, the Municipal Legislature manages the general expense 
budget of the Legislative Branch.  It also authorizes credit transfers between accounts of said general 
expense budget by means of resolutions to that effect. 
 
Before any transfer of appropriations between the accounts of any budget, whether regular, grant, 
borrowing or any other special funds, is recommended or entered in the books, it must be ascertained 
that the appropriation to be transferred is available. For such purposes, the amount of orders or 
contracts authorized and pending payment, even if services have not been rendered or materials have 
not been supplied, shall be deducted from such appropriation. 
 
The appropriations to cover statutory obligations of the municipality and to cover other obligations, 
such as contracts for continuous services, electric power, rents, telephones, and dues, contributions 
and premiums for protection against financial losses, shall not be transferred except when a surplus is 
determined and certified. The allocations for the payment of the public debt and the interest thereon 
shall not be transferable, unless it is a surplus liquidated after the obligation has been fully covered, 
and such surplus has been certified by the Department of the Treasury (Hacienda) or the CRIM. All 
the provisions of this article shall be applicable during the election period. 
 
The Secretary of the Legislature is responsible for sending to the Office of Management and Budget 
of the Government of Puerto Rico a certified copy of the ordinances or resolutions transferring funds 
from the budget appropriation of the Executive Branch and the Municipal Legislative Branch, as the 
case may be, within five (5) days after their approval. Upon the proposal of the Mayor, the Legislature 
may authorize readjustments in the general expense budget of the Municipality, to increase the funds 
in existing accounts or create new expense accounts.  This shall be done when there are surpluses 
resulting as cash balances as of June 30 of each year, after the budget has been closed and debts have 
been covered against said surpluses.   
 
The budget may also be readjusted with the revenues of previous years collected after July 1, which 
result as available surplus, as well as with revenues from the lease of public places or facilities for the 
celebration of patron saint festivities and with the greater net proceeds in the local revenue accounts, 
which have had an increase over the estimates thereof during any fiscal year.  The Secretary of the 
Legislature shall send to the Office of Management and Budget of the Government of Puerto Rico a 
certified copy of the ordinances or resolutions authorizing budget readjustments no later than five (5) 
days after the date of their approval.  
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EVALUATION AND CONTROL 
 
At the end of each fiscal year, the authorized appropriations for the corresponding fiscal year are closed 
in the municipal books, in order to know and evaluate the municipal operations during said year and 
determine its financial situation. Each special fund of a non-budgetary nature is liquidated separately 
and the appropriations without a specific fiscal year are not subject to the closing of the fiscal year.  
 
The Director of Finance or the Director of Management and Budget, as the case may be, submits to 
the Office of Management and Budget of the Government of Puerto Rico the financial reports required 
by law, which disclose the results of fiscal operations during the fiscal year.  In addition, it prepares 
and submits all such financial reports as may be required by the Legislative Assembly, the Office of 
Management and Budget of the Government of Puerto Rico, or any government entity with the 
authority by law or regulation to require such reports from the municipalities. 
 
The Mayor, as chief executive of the Municipality, and the President of the Municipal Legislature, as 
its administrative head, are responsible for supervising the execution of the budget approved for the 
Executive and Legislative Branches, as applicable, and of all fiscal operations related thereto.  The 
oversight of each budget includes ensuring the legality and purity of fiscal operations and that they are 
carried out within the authorized amounts. 
 
The internal supervision and oversight of the fiscal operations of the Municipality are exercised 
through the functions and controls of the Department of Finance and the interventions of the fiscal 

operations carried out by the Office of 
Internal Audit.  External oversight is 

mainly exercised by the Office of the 
Comptroller of Puerto Rico (OCPR), 

pursuant to the provisions of 
Section 22 of Article M of the 
Constitution of the Government 

of Puerto Rico.  The OCPR 
conducts audits every two (2) 

years in the municipalities.  
In addition, an external 
auditing firm, duly 
qualified and contracted, 

annually examines the 
financial statements of the 

Municipality and renders an 
opinion on the reliability and 

correctness thereof and 
compliance with the provisions 

of the Single Audit Act of 1984, 
Pub. L. 98-502, as amended.  The 

external auditors also give their 
opinion on compliance with the 

recommendations of the OCPR and the 
correction of the flaws pointed out in their previous reports. 
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The Director of Finance and/or the Director of Management and Budget, as appropriate, conduct 
quarterly reviews of budget distribution and expenditures.  As part of such review, they submit to the 
Office of Management and Budget of the Government of Puerto Rico a report of Estimated and Actual 
Revenues, as well as the General Fund Budget, Expenditures and Obligations Report with their 
findings and observations.   
 
At the end of each fiscal year, the Director of Finance prepares and submits a general report to the 
Office of Management and Budget of the Government of Puerto Rico, containing all revenue and 
expense operations verified during the year, including deposits and bonds, borrowings, joint 
resolutions and any others, even if not derived from the budget in which the cash account has been 
involved.  This general report determines and establishes the credits or debits to or from the cash 
account against the Municipality as of June 30, the savings obtained and the resources pending 
collection.  Said report is filed with the Office of Management and Budget of the Government of 
Puerto Rico on or before September 30 of each year.  It is accompanied by the following documents: 
Estimated and Actual Revenues Report; Budget, Expenditures and Obligations Report; Detailed 
Budget Review Report, Balance Sheet; Revenues and Expenditures Report; and Bank Reconciliations. 

ACCOUNTING POLICIES 
 
The following sections describe the main policies used by the Municipality for accounting purposes. 
 
STATEMENT OF PRINCIPLE 
 
The Budget is prepared to be integrated into the municipal accounting system in such a way that its 
transition, from its creation to its liquidation, is orderly.  Accounting in our Municipality is based on 
Generally Accepted Accounting Principles (GAAP) and the requirements established by the 
Governmental Accounting Standard Board (GASB).  These principles are minimum standards and 
procedures applied to state and local government accounting and financial reporting, which ensure 
uniformity in the presentation of financial information, terms, measurement criteria, and classification.  
This is essential to ensure a degree of compatibility among state and local governmental units' financial 
reports. 

FUND ACCOUNTING 
 
The accounts are organized by fund.  Each fund is a fiscal and accounting entity that operates 
independently and with its own asset, liability, fund balance, revenue and expense accounts. 
 
The assets of the Municipality consist mainly of cash and cash equivalents; investment in capital 
assets, which include buildings and improvements, infrastructure, among others; and accounts 
receivable.  On the other hand, liabilities are mostly composed of bonds payable, promissory notes, 
and other current and long-term obligations such as vacation, sickness, deferred income, and other 
accruals. 
 
Fund balance reflects the changes in the results of the financial activities associated with each fund 
accumulated over the years.  The Municipality has established a practice of maintaining minimum 
fund balance levels.   
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TYPES OF FUNDS 
 
GENERAL FUND  
 
The General Fund is the Municipality’s general 
operating fund.  It is used to account for all 
governmental activities except those that require 
accounting in another fund. 
 
SPECIAL FUNDS 
 

Special Funds are those derived from federal or other 
local state revenue sources.  The use and limits of each 
special fund are specified in municipal ordinances and 
local and federal statutes.  This category of funds also 
includes the following: 
 
DEBT SERVICE FUND 
 

This fund is used to account for the accumulation of 
resources for the payment of principal and interest on 
bonds issued, bond anticipation notes and other related 
costs.  This source is derived from the CAE and the IVU 
Municipal Redemption Fund.  The CAE is funded by a 
tax levied by the Municipality on the value of the 
property and the IVU Municipal Redemption Fund 
receives the deposits made from the collection of two 
percent (0.2%) of the proceeds of five percent (.5%) of 
the IVU. 
 
CAPITAL IMPROVEMENT FUND  
 
This fund includes, but is not limited to, Borrowings 
and Joint Resolutions, which are to account for financial 
resources for the acquisition or construction of capital 
improvement facilities. 
 
TRANSACTIONS BETWEEN FUNDS 
 
There are two basic types of interfund transactions: 
 

REFUNDS 
 

These transactions constitute reimbursements from one fund for expenditures initially made by it but 
which are properly applicable to another.  
 
 
 

Types of 
Funds

General Funds

Special Funds

Capital 
Improvements

Debt Service
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ACTUAL TRANSFERS 
 
These are legally authorized transfers between a fund that receives the income and a fund through 
which the resources are to be spent.  There are two types of actual transfers:  
 
RESIDUAL CAPITAL TRANSFERS (NON-ROUTINE CAPITAL TRANSFERS) 
 
  These must be reported as additions to or deductions from the governmental funds' Beginning Fund 
Balance; for example, the contribution to a Proprietary Fund or Internal Service Fund of the General 
Fund and the subsequent return of some or all of the original money. 
 
OPERATING TRANSFERS   
 
These are those in which one fund receives the income and another fund is the one through which the 
resources will be used.  This type of transfer is like an expense for the fund transferring the money 
and an income for the fund receiving the money.  Since they are not actual operating expenses, they 
are classified using the accounts "Transfers In" for the income and "Transfers Out" for the expense.  
They should be reported in the "Other Financing Sources" section of the Statement of Revenues and 
Expenditures and Changes in Fund Balance. Such transfers should be recognized in the accounting 
period in which the interfund receivable and interfund payable occur.  Other Fund Receivables and 
Other Fund Payables are affected by interfund transactions. 

 
ACCOUNT CODES 
 
Account codes are assigned through the Chart of Accounts designed by the Office of Management and 
Budget of the Government of Puerto Rico.  Each account code consists of 24 digits.  The first three 
digits identify the Fund.  The next five digits identify the Department or municipal agency in charge 
of managing the monies of the referred account.  The next two digits identify the Program or service 
unit within the department in charge of developing the activities and operations aimed at a given 
objective.   
 
The next seven digits of the code identify the Account Number.  This is used to classify and describe 
the concept of the action intended to execute.  Within the Account Number, the first digit identifies 
the Account Type (Assets, Liabilities, Revenues, Expenses and Fund Balance); the second digit 
identifies the Account Group (e.g., expenses may be grouped into personnel, equipment, office 
supplies and other) and digits three through seven are to complete the Account Detail.  The last seven 
digits identify the Project or allocation of funds for a particular use for one or more fiscal years.  This 
is used for Special Funds and Capital Projects. 
 
The composition of the code is related to the classification.  Expense and revenue accounts are defined 
with numbers in all of the above segments; but asset, liability, and fund balance accounts use zeros in 
the department, program, and project segments. 
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ACCUMULATION METHOD 
 
The Accrual Basis Method is the most complete and recommended for both private enterprise and 
government.  Contrary to the Cash Basis Method, which records transactions when cash is received 
and disbursed, the Accrual Method is based on recording your transactions and anticipating events.  
This method makes transactions more accurate, complete, and comparable thus improving the books 
and records.  However, there is a variation of the Accrual Method called Modified Accrual Basis.  This 
is the method that is used in our Municipality for the Governmental Funds.  
 
The Modified Accrual method recognizes revenues when they are measurable and available to finance 
expenses of the fiscal period.  This means that they are collectible within the current period or soon 
enough to be used for the payment of obligations in the current period. 
 
Property taxes are recognized when collection is reasonably assured and available as a debt on or 
before the end of the fiscal year and collected no more than 60 days after the end of that period. 
 
Patent receivables are composed of all patents filed regardless of the payment period.  This simplifies 
the treatment of the transaction so that it is uniform in all cases. The next fiscal year's filings are 
considered as deferred revenues that will be adjusted in due course to convert them into Patent 
Revenues - Current Year. 
 
Expenses are recognized in the period in which the obligation is incurred, regardless of the timing of 
the cash flow; except for the payment of principal and interest on long-term debt, judgments and 
indemnities and compensated absences, which are expensed when payment is due. 
 
The purchase of capital assets is reported as an expenditure in the governmental funds.  Proceeds from 
the issuance of long-term debt are reported as other financing sources. 
 
Finally, revenues and expenses of Proprietary Funds, such as the Enterprise Fund, are recognized 
under the Accrual Method.  Revenues are recognized when measurable and expenses are recognized 
in the period incurred if measurable. 

 
VALUATION OF FIXED ASSETS 
 
Fixed assets are stated at cost.  If the cost cannot be determined, it must be estimated.  Donated fixed 
assets are recorded at their estimated market value at the time of receipt.  The estimated value includes 
costs for: freight and transportation charges, preparation of the area, installation, payment of 
professional services, and claims attributable to the acquisition of the asset, among others. 
 
NO FUNDING OBLIGATION  
 
Obligation accounting is an appropriate and useful tool for management.  The integration of the budget 
combined with liability accounting helps to ensure that total actual expenditures plus related 
commitments do not exceed appropriations.  There are, however, some accounts that do not need to 
be obligated. An example of this is payroll accounts.  The reason for this is that the budget for paying 
regular employees is fixed for the entire fiscal year and specified in the annual budget.  Payroll 
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amounts are established in advance and are subject to further administrative and personnel controls 
that help control overpayments.  Liability accounting, therefore, overlays administrative and personnel 
functions, making this procedure optional. 
 
OBLIGATIONS AND RESERVE FOR OBLIGATIONS 
 
There are two accounts whose mention is important, since they are the accounts that establish the 
control of the Obligations function.  These accounts are: Obligations and Reserve for Obligations.  
Both accounts are of the Fund Balance type. 
 
At the end of the year the obligations are closed against the Fund Balance as if the money had been 
spent.  This prevents the use of these funds to pay for next year's expenditures.  The Reserve for 
Current Year Obligations accumulates in the Reserve for Prior Year Obligations, while the Reserve 
for the current year starts at zero. 

 
FISCAL YEAR-END CLOSING 
 
The fiscal year-end closing process consists of the following: 
 

 Printing of Financial Statements 

 Transfer of the closing balances of the Statement of Financial Position accounts to the new fiscal 

year 

 Closing of Revenue and Expense account balances 

 Closing of the Current Year Obligations and Reserve for Obligations Accounts 

 Transfer of outstanding balances of the Obligations to the new fiscal year 

 
If there are purchase orders in the system older than one fiscal year, they must be paid through a 
disbursement voucher, if applicable, or verified through a purchase order review.  If purchase orders 
older than two fiscal years are found, they cannot be paid; only the review is a valid alternative because 
the law establishes it. 
 
FUND BALANCES 
 
In February 2009, the Government Accounting Standards Board (GASB) issued Statement Number 
54, Fund Balance Reporting and Governmental Fund Type Definitions. The intent of GASB54 is to 
provide greater clarity in understanding the extent of restrictions on the use of fund balances presented 
in the Financial Statements.  
 
By Ordinance Number 34 Series 2013-14 our Municipality adopted the Policies on Fund Balances, 
Committed Funds Policy, Appropriated Funds Policy, Unappropriated Funds Policy and the Policy on 
Allocation of Fund Balance Usage Priorities.  
 
Our Unassigned Funds Policy establishes as a goal to achieve and maintain an unassigned Fund 
Balance equal to 15% of budgeted expenditures. A Fund Balance greater than 20% is considered a 
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reserve to accumulate funds for the acquisition of machinery, equipment, capital projects, and/or to 
reduce tax rates. This policy also allows us to have a reserve to meet emergency situations in our City. 
 
REVENUES POLICIES 
 

The revenues of the Municipality are governed by the provisions of the Municipal Code of Puerto 
Rico, by the rules and regulations promulgated by the Office of Management and Budget of the 
Government of Puerto Rico, by the provisions of any special laws applicable to municipalities and by 
the agreements authorized by law that provide funds to the Municipality.  The following sources of 
available revenues are detailed in the Municipal Code: 
 

 Rents and proceeds from municipal goods and services. 

 The proceeds of the basic contribution on personal and real estate property. 

 The additional levy on all property subject to taxation for the payment of principal and interest on 

borrowings. 

 Patent collections, including interest and surcharges, as imposed and collected by the Municipal 

Code of Puerto Rico, Book VII, Chapter III. 

 Fines and costs imposed by courts of law for violations of municipal ordinances. 

 Interest on deposit funds and any other interest earned on other investments. 

 Interest on investments in securities of the United States Government, the Government of Puerto 

Rico, the municipalities of Puerto Rico and quasi-public entities of the Federal Government and 

any other interest on investments. 

 Duties, excise taxes, taxes, charges and tariffs established by ordinances on matters that have not 

been subject to taxation by the State. 

 Contributions and compensations authorized by law. 

 Special appropriations authorized by the Legislative Assembly of Puerto Rico. 

 Contributions from federal programs. 

 Cash donations. 

 Special rates imposed on the property subject to contribution. 

 Special additional contributions on real estate property. 

 Income from corporate funds. 

 Funds from legislative appropriations for the Citizen Participation Program for Municipal 

Development.  

 

The Municipality's revenues consist of two general groups: the General Fund and Special Funds 
(Federal Funds and Capital Improvement Funds are part of this group). 
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GENERAL FUND 
 
The resources of the General Fund constitute the main source of income available to the Municipality 
to cover its operating expenses.  These are the resources that are recommended annually by the Chief 
Executive Officer to develop government programs through each municipal administrative unit.  In 
preparing the General Fund revenue estimates, the Finance Department analyzes the behavior of the 
accounts in recent years and takes into consideration any laws or ordinances that may affect this 
relationship.  In addition, it evaluates Puerto Rico's economic situation and obtains notifications from 
agencies, departments, and public corporations of the Central Government.  These resources are 
comprised of Local Revenues and Intergovernmental Revenues. 
 

LOCAL REVENUES 
 
These are those resources generated from activities promoted by the Municipality.  These represent 
the largest amount of revenue to the General Fund.  This group is composed of the following items: 
 
LOCAL TAXES 
 
PROPERTY TAXES  
 
This is the annual tax on the assessed value of all real estate and personal property in the Municipality.  
These properties are classified as exempt or non-exempt properties. These two taxes are part of the 
Municipality’s tax base. 
 
Chapter II - Municipal Property Tax, of Book VII - Municipal Treasury, of Act No. 107 of August 14, 
2020, as amended, authorizes municipalities to impose, by means of a municipal ordinance approved 
for such purpose in fiscal year 1992-1993 and for each subsequent fiscal year, a basic tax.  This is up 
to four percent (4%) on the assessed value of all personal property and up to six percent (6%) annually 
on the assessed value of all real estate property, which, located within its territorial limits, is not exempt 
or exonerated from taxation, which shall be in addition to any other tax imposed by virtue of other 
laws in effect. 
 
Revenues from the Basic Contribution correspond entirely to the general fund; revenues generated 
under the Special Additional Contribution (CAE) do not.  The latter are retained by the CRIM for the 
payment of principal and interest on the public debt.  However, the Municipal Code of Puerto Rico, 
as amended, in Book VII - Municipal Treasury, Chapter V - Municipal Financing, allows the 
municipality, once it complies with the payment of the corresponding principal and interest, to use the 
excess CAE for the payment of any other statutory debt or debt with the CRIM and in case the 
municipality has provided for the payment of such debts, for any other municipal purpose. In our 
Municipality, such excess is paid into the general fund. 
 
On June 8, 2017, Ordinance No. 29 of Fiscal Year 2016-2017 was approved by the Municipal 
Legislature and signed by the Mayor on June 13 of the same year.  It establishes new tax rates on non-
exempt and exempt real estate and personal property located within the territorial limits of the 
Municipality.  This ordinance repeals Ordinance No. 08B-28, Series 2008-09.  Therefore, as of January 
1, 2018 and in each subsequent year, the new tax rate for personal property is 8.33%.  In turn, as of 
July 1, 2017 and each subsequent year, the new tax rate for real estate property is 10.33%. 
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The Property Tax Revenue Estimate reflects a 
reduction in the resources received by the 
municipalities from the General Fund.  As 
recommended in the Fiscal Plan of the Central 
Government and approved by the Fiscal 
Oversight Board, created by the U.S. 
Congress through the Puerto Rico Oversight, 
Management and Economic Stability Act 
(PROMESA), the total reduction amounts to 
$350 million dollars. The items affected by 
this reduction are: the Exoneration Fund, 
which includes the Exempt Contribution, the 
Special Additional Contribution (CAE) 
Exempt and Twenty Cents; and the amount of 
2.5% of Net Internal Revenue.   
 
PATENTS 
 
Act No. 107 of August 14, 2020, as amended, in Book VII - Municipal Treasury, Chapter III - Patents. 
107 of August 14, 2020, as amended, in Book VII - Municipal Finance, Chapter III - Patents, 
authorizes municipal legislatures to levy and collect from any individual, trust, estate, succession, 
partnership, corporation, association, any form of service organization, financial sales, industry, or 
business, as well as any assignee, trustee, fiduciary, or representative, whether appointed by a court or 
any other means for profit to render any service, to sell any property, to any business, as well as any 
assignee, trustee or representative, whether appointed by a court or by any other means for profit to 
the rendering of any service, to the sale of any property, to any business within the territorial limits of 
the Municipality, an annual contribution for municipal patents. 
 
Municipal patents are determined by the volume of business sales generated by them, by the rendering 
or sale of any service or good, and by the type of business conducted.  The Law classifies municipal 
patents into financial and non-financial businesses.  In the Municipality, the prevailing rate for any 
person engaged in any financial business included under Section 7.202(a) of the Puerto Rico Municipal 
Code is one point five percent (1.5%) of its business volume, including savings and loan associations.  
The prevailing rate for any person engaged in any non-financial business included in Article 7.202(b) 
of the Puerto Rico Municipal Code is point five percent (.5%) of its business volume. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 1     
       

CONCEPT
MOVABLE 
PROPERTY

REAL 
ESTATE

Basic Tax 4% 6%

Special Additional Tax for the amortization and 
redemption of general obligations of the State

1.03% 1.03%

Special Additional Tax for the amortization and 
redemption of general obligations of the 
Municipality

4% 4%

Subtotal 8.53% 10.53%

Minus: Discounts .20% .20%

Effective Tax Rate 8.33% 10.33%

PROPERTY TAX COMPUTATION
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SALES AND USE TAX (IVU)  
 
Act No. 117 of July 4, 2006, known as the Tax 
Fairness Act, incorporated a series of 
amendments to Act No. 120 of October 31, 
1994, the Puerto Rico Internal Revenue Code.  
One of the objectives of said Act was to 
establish a Sales and Use Tax (IVU) of 5.5% 
at the state level.  Said Act authorized the 
municipalities to establish a SUT of 1.5% at 
the municipal level under the same 
regulations, criteria and tax base.  

 

On July 12, 2006, the Municipality approved 
Ordinance No. 6A-6, Series 2006-2007, 
establishing the 1.5% Municipal Sales and 
Use Tax effective September 1, 2006.  
Subsequently, the Puerto Rico Internal Revenue Code was again amended by Act No. 80 of July 29, 
2007, specifically to make the 1.5% SUT mandatory for all municipalities in Puerto Rico.  By 
Ordinance No. 07B-4, Series 2007-2008, the Municipality ratified the amendments set forth in said 
Act. Table 02 illustrates the distribution of SUT under the legal framework in effect as of June 30, 
2014. 
 
Act Number 107 of August 14, 2020, as amended, establishes in Book VII - Municipal Treasury, 
Chapters VI and VII, the functions of the Municipal Administration Fund (FAM) and the Municipal 
Financing Corporation (COFIM), respectively. The purpose of COFIM is to issue bonds and use other 
financing mechanisms to pay or refinance, directly or indirectly, all or part of the obligations of the 
municipalities of the Government, which are payable with the Sales and Use Tax. COFIM is attached 
to AAFAF, which assumes COFIM's operating expenses. 
 
As of June 30, 2014, all municipalities have the option to withdraw all of their available balances 
accumulated in the municipal funds created under Sections 4050.7 and 4050.8 of Act 1 of January 31, 
2011, as amended, corresponding to the Municipal Development Fund and the Municipal Redemption 
Fund, respectively.  
 
Effective July 1, 2014 the proceeds of the one percent (1%) Municipal Tax do not enter, nor are they 
considered in the General Fund of the municipalities.  These funds are deposited in a special account 
belonging to COFIM. 
 
The municipalities that do not avail themselves of the exception provided in Section 7.003 of Act 107 
of August 14, 2020, supra, in order not to negatively affect cash flow, may request advances from 
AAFAF during the first ten (10) days of each month, in one of two ways: (1) advance to the 
municipalities an amount equal to the difference between: the collection of one percent (1%) of the 
Municipal SUT collected by the municipality in the same month of the immediately preceding year 
and the funds paid into the General Fund of said municipality during the calendar month preceding 
the advance in question from the SUT; (2) semi-annual advances in the months of July and January of 
fiscal year 2014-2015 and subsequent fiscal years. The municipality receives an amount equal to one 

Table 2      
 

 FUND  DESCRIPTION  % 

General Fund
Portion collected and administrated by the
Municipality to cover operational expenses.

1.0%

Municipal 
Redemption Fund

Separate portion for payment of principal and
interest on IVU loans.

0.2%

Municipal 
Development 

Fund

Portion that is deposited in a common fund and
distributed among all municipalities, according
to a formula established in the Law; similar to an 
equalization fund.

0.2%

Municipal 
Improvement 

Fund

Portion that is deposited in a common fund and
distributed among all municipalities through a
resolution approved by the Legislative
Assembly.

0.1%

 Total 1.5%

SALES AND USE TAX (IVU) DISTRIBUTION
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percent (1%) of the Municipal SUT collected by said municipality for the same periods of the 
preceding year. If the amount advanced by AAFAF exceeds the maximum amount it is entitled to; 
with prior notification, such excess will be deducted on a pro rata basis, in the advances for the next 
fiscal year to the municipalities.  
 
The primary purpose of these significant changes to the SUT Act is to address Puerto Rico's fiscal 
insufficiency and credit crisis by strengthening the financial capacity of the Puerto Rico Surchargeable 
Interest Rate Fund Corporation (COFINA).  This allows restoring the credibility of the Government 
of Puerto Rico before the investment market, in addition to protecting the financial stability of the 
municipalities. 

 
LICENSES AND PERMITS   
 
This concept groups the income received 
for the processing of applications for 
authorizations and permits, filing fees and 
construction fees, in accordance with the 
powers transferred to the Municipality by 
means of an agreement.  This includes, but 
is not limited to: Building Permits, Use 
Permits, Segregation of Lots, Certifications 
and Copies of Plans.  In the category of 
licenses and permits, the line item with the 
highest revenue is the Construction Tax.  
 
Section 2.109(a) of Act No. 107 of August 
14, 2020, supra, authorizes municipalities 
to impose and collect construction taxes.  
This tax is directed to any construction 
work within the territorial limits of a 
municipality, carried out by a private 
individual or legal entity, for or on behalf 
of, or by contract or subcontract subscribed 
with an agency of the Central or Municipal 
Government or the Federal Government, 
including that work that does not require 
the request or issuance of a permit by the 
Regulations and Permits Administration or 
the Permits Office of the Municipality of 
Caguas. 
 
On February 18, 2011, the Municipality 
approved Ordinance No. 11A-54, Series 
2010-2011, establishing a procedure for the 
administration, imposition and collection 
of construction taxes and revising the 
applicable tax rates, charges and 
exceptions.  Pursuant to said Ordinance, 

Table 3     
     

Works of the Federal, State and Municipal Government carried out by
the administration.

Project for the construction or rehabilitation of social housing and works
of non-profit associations, as long as they are intended for certain
purposes defined in the Ordinance.

WORKS EXEMPT FROM CONSTRUCTION 
TAXES PAYMENTS

Works related to agricultural production.

Additions, demolitions and repairs to single-family homes with a cost
equal to or less than $15,000.

Private investment works in the Traditional Urban Center.

Projects in parks, prayer centers or studies of philosophical or humanist
nature .

WORK
TAX 

RESPONSIBILITY

General Rule (work that does not apply to 
the following sections).

6%

New construction housing with a cost 
equal to or less than $90,000.

3%

New construction home with a cost greater 
than $90,000.

3% plus 6% on
the excess of $90,000

Repairs, additions and demolitions over 
$15,000 to single-family homes.

3%

WORKS SUBJECT TO THE PAYMENT OF
CONSTRUCTION TAXES                                     
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before commencing the development or construction of a project, the developer, contractor or owner 
of the work shall pay the full amount of the tax in accordance with the following provisions: 
 

SERVICE REVENUES 
 

They are generated by various activities and services offered by the Municipality, such as the rental 
fees charged for the use of municipal facilities.  The largest revenue item under this concept is the 
Cost Recovery Program.  Through this program we seek to reimburse the general fund for the costs 
associated with utilities and other general services that, in some way, directly or indirectly, may be 
adjudicated or related to some of the federal programs administrated by our Municipality.  To this end, 
a Cost Distribution Plan is prepared annually, which requires the approval of the Department of 
Housing and Urban Development (HUD), the federal agency with the largest monetary participation 
in our Municipality. 
 
BANK INTEREST 
 

This consists of revenue generated by the Municipality as a result of yields on deposit accounts.  This 
source of revenue also includes interest on investments, certificates of deposit and interest generated 
by the CAE account. 
 

FINES 
 

Most of this revenue is generated by administrative fines, particularly those related to violations of 
traffic laws and ordinances, the Public Order Code and parking meters. 
 
INTERGOVERNMENTAL REVENUES 
 
These are resources from the Central Government for operational expenses.  The main item under this 
type of revenue is the Contribution in Lieu of Taxes from the Puerto Rico Electric Power Authority 
(PREPA).  Act No. 83 of May 2, 1941, as amended, better known as the Puerto Rico Electric Power 
Authority Act, provides that PREPA shall set aside from its net income and pay annually to the 
municipalities an amount equal to eleven percent (11%) of its gross income from the sale of electric 
power as a contribution in lieu of taxes.   
 
SPECIAL FUNDS 
 
Special Fund resources are derived from revenue sources created through local, state or federal 
legislation that provides for the specific use for these and applicable regulations.  In preparing the 
Municipality's Special Funds revenue estimates, the behavior of the accounts in recent years, approval 
of laws, ordinances and new or additional federal appropriations are analyzed, and the CRIM 
notification is obtained with respect to the CAE. 
   
Many of these funds are from proposals prepared by the External Resources Unit in coordination with 
the different operational offices and departments.  The use of these funds is subject to the approved 
proposal and the regulations established by the controlling federal or state agency. 
 
These revenues are divided into the following sources: contributions from the federal and central 
governments, local revenues and loans, among other funds.  The following is a brief description of the 
most important items of these revenues: 
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CONTRIBUTIONS FROM THE FEDERAL GOVERNMENT 
 
Revenues received under this category are grants from the U.S. Government to develop health, social 
welfare, education, employment, economic development, security, and other programs.  The main 
federal programs are: Federal Emergency Management Agency (FEMA); Community Development 
Block Grant (CDBG) and Subsidized Housing (better known as Section 8) of the Federal Department 
of Housing and Urban Development; Head Start of the Federal Department of Health and Human 
Services; and Federal Transit Administration (FTA), among others. 
 
OTHER CONTRIBUTIONS 
 
Revenues classified as Other Contributions typically come from other public agencies, the Legislative 
Assembly and other private entities such as foundations.  These contributions are for specific expenses 
defined by the entity that grants them.   
 
With the purpose of encouraging contributions from private entities, on December 20, 2012, Municipal 
Ordinance No. 12B-26, Series 2012-2013 was approved, which grants tax credits against the payment 
of the municipal patent, filed and paid in the Municipality of Caguas, of up to eighty percent (80%) of 
the total tax liability, after applying the discounts, penalties and other credits allowed by law.  This 
credit corresponds to any contribution or donation, to the Municipality or affiliated corporations, under 
and in compliance with Sections 1033.10 and 1033.15 of the Internal Revenue Code, as amended by 
Act 1 of January 31, 2011 and Regulations 8104 and 8105 of November 9, 2011, promulgated by the 
Department of the Treasury.  This credit is for taxpayers who file the Business Volume Declaration 
on or before the five (5) business days following April 15, after the end of each taxable year, and make 
the payment of the contribution or donation to the Municipality or to the corporations, on or before 
July 15 of each year.  For the 2013 and 2014 taxable years, the maximum number of credits against 
the municipal patent is one million eight hundred eighty thousand dollars ($1,880,000) for each year.  
 
LOCAL REVENUES 
 
These are revenues generated from leasing, sales and services of some municipal facilities, such as 
start-up centers, museums, cemeteries, theaters, among others.  These funds are used specifically for 
the maintenance of the facilities and to support the sustainability of such services. In the category of 
local revenues, the most projected item is the revenues derived from permit applications for the 
installation, location, and display of signs and advertisements. 
 
Act No. 107 of August 14, 2020, supra, and Act No. 161 of December 9, 2009, as amended, known 
as the Permitting Process Reform Act, to transfer new powers to autonomous municipalities with 
Hierarchies I to V.  Among them are the permits for the installation, location and exhibition of signs 
and advertisements, except those related to communication routes that are made with federal funds 
and those reserved in the agreement. As a result of this amendment, the provisions of the Transfer of 
Powers Agreement regarding the evaluation and oversight of all matters related to the issuance of use 
permits and complaints regarding signs and advertisements within the demarcation of the City of 
Caguas are once again in effect.  Administrative Order OGPe-2010-3, issued by the State Permits 
Management Office on July 5, 2011, establishes the fees to be charged for permit services, including 
those related to the installation, location and display of signs and advertisements. 
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Digital sign installation costs $400 per digital display. Other types of signs cost $0.40 per square foot 
per face, in addition to a minimum charge of $30. On the other hand, Digital Signs cost $800 per 
image. Other types of ads cost $1.00 per square foot per side, with a minimum charge of $60. 
 
LOANS 
 
Loans are revenues from the issuance of bonds and notes in anticipation of bonds through the GDB 
Debt Recovery Authority or any commercial bank for the financing of public works projects and 
equipment purchases. 

 
EXPENDITURE POLICIES 
 
 

PAYROLL ITEMS 
 
EXCESS SICK LEAVE SETTLEMENT 
 
Section 2.058 (b) of Act No. 107 of August 14, 2020, supra, provides that all career, trusted and 
temporary employees are entitled to sick leave at the rate of one and a half (1 1/2) days for each month 
of service.  Part-time employees accrue sick leave in proportion to the number of hours in which they 
render services. Sick leave may accrue up to a maximum of ninety (90) working days at the end of 
any calendar year.  Any employee is entitled to payment of the excess of ninety (90) days accrued sick 
leave no later than March 31 of the following year. 
 
VACATION LEAVE SETTLEMENT 
 
Act No. 107 of August 14, 2020, supra, Section 2.058 (a) establishes that career, trusted and temporary 
employees are entitled to accrue vacation leave at the rate of two and a half (2 1/2) days for each month 
of service.  Part-time employees accrue such leave in proportion to the number of hours in which they 
regularly render services.  Each municipal agency must prepare and administrate a vacation schedule 
as compatible as possible with the demands of the service to prevent employees from accruing leave 
in excess of the maximum allowable per calendar year. 
 
Said Law empowers municipal agencies to pay the employee vacation accrued in the calendar year in 
excess of the maximum limit of 60 days authorized by law, by way of exception, when due to 
extraordinary circumstances of the service beyond their control, the employee has not enjoyed the 
same during the six (6) months following the calendar year reflecting the excess. 
 
CHRISTMAS BONUS 
 
Act No. 34 of June 12, 1969, as amended, known as the Public Employees Christmas Bonus Act., provides 
that every official or employee of the Government of Puerto Rico and of the Legislative Assembly, 
including those of public and municipal corporations, who holds or has held a regular, transitory or 
irregular position, post or employment, is entitled to receive a Christmas Bonus every year in which 
he/she has rendered services to the Government for at least six (6) months in the case of a regular 
official or employee of the Government of Puerto Rico and of the Legislative Assembly, including 
those of public and municipal corporations, and nine hundred and sixty (960) hours in the case of an 
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irregular employee, within the twelve (12) month period from December 1 of the preceding year to 
November 30 of the year in which it is granted.  It also provides that the municipalities must authorize, 
through a Municipal Ordinance, the granting of the Christmas Bonus to their officers or employees 
and notify by certified copy thereof to the Secretary of the Treasury on or before August 1 of the year 
in which the bonus is to be paid. 
 
NEW DEFINED CONTRIBUTION PLAN 
 
On August 23, 2017, Act No. 106, entitled Act to Guarantee Payment to Our Pensioners and Establish 
a New Defined Contribution Plan for Public Servants, was approved and became effective.  This Act 
reforms the Retirement Systems of the Government Employees and Judiciary Retirement Systems 
Administration.  As part of this reform, Article 3.4 of Act No. 106 establishes that the participants of 
the Retirement System shall make a mandatory minimum contribution of 8.5% of their monthly 
compensation to the New Defined Contribution Plan.  Article 3.4 reads as follows: “As of the effective 
date of this Act, every participant in the Retirement Systems shall have to mandatorily contribute to 
his or her Defined Contribution Account a minimum of eight point five percent (8.5%) of his or her 
monthly compensation, up to the ceiling established by the Internal Revenue Code. In addition, he/she 
may voluntarily contribute additional amounts, as allowed by the Internal Revenue Code. Upon the 
effectiveness of this Act, the Participants of the New Defined Contribution Plan shall have the right to 
adjust their current contribution to the Retirement Systems to the minimum authorized by this Article. 
The participants of the New Defined Contribution Plan may vary the percentage they wish to 
contribute to said Plan from time to time, but it may never be less than the minimum percentage 
required by this Act". 
 
This Act creates the Retirement Board; authorized with all the powers, duties and faculties related to 
the Retirement Systems of the Government of Puerto Rico.  First, for these purposes, through the 
"PayGo" charge, the disbursements for all current pensions of the Retirement Systems shall continue, 
as well as the transfers that the Retirement Systems shall continue to make from their available funds, 
as well as from the proceeds of the liquidation of their assets.  Second, the Legislature eliminates the 
employer contributions that the Government is obliged to make in favor of the Retirement Systems at 
this time. Third, the Legislature deems it necessary and reasonable to establish prospectively a New 
Defined Contribution Plan, which shall be nourished with the contributions made by public servants.  
Thus, they safeguard the contributions made by public servants for their retirement. In this way, they 
can enjoy a dignified retirement, without this limiting the capacity of the Central Government to 
provide essential services to the citizen or requiring the implementation of measures that affect the 
most vulnerable. The foundations for that new defined contribution system began to be established 
with the approval in the Legislature of House Joint Resolutions 186, 187 and 188 in 2017.  
 
The benefit related to these contributions will be provided to each participant after separation from 
service.  This will depend on the totality of the contributions and the profitability of these 
contributions.  At the time of the participant's retirement, the accrued pension is the annuity, benefit 
or defined benefit in accordance with the contributions and rules applicable to their respective 
Retirement Systems, computed since the effective date of this Law. 
 
Article 2.2 "Registry of Accrued Pensions" establishes the creation and maintenance of a registry of 
each participant, beneficiary and pensioner of the retirement systems that will reflect in detail the 
amounts that correspond to each one as accrued pension according to their respective retirement 
systems until the date on which this law enters into effect.  It will detail, without this being understood 
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as a limitation, the accrued benefit to which the participant is entitled, the employment history and the 
contributions made, according to each applicable retirement law to which the participant, beneficiary 
or pensioner contributed.  According to the registry, the payments corresponding to the accumulated 
pensions to which he/she is entitled will be issued in accordance with the payment terms applicable 
up to the time this law entered into effect and according to the retirement systems to which each 
participant, beneficiary or pensioner belongs.  However, the registration of the accrued pension for 
judges who contribute under the Retirement System for the Judiciary and teachers, members of the 
Retirement System for Teachers, who are contributing under the provisions of Act 91-2004, shall be 
made for informational purposes, since they shall continue to contribute under their respective systems 
as provided in Act 91-2004 before the approval of this Act.  The individual contributions of teachers, 
members of the Teachers' Retirement System and Judges shall be maintained as they existed prior to 
the approval of this Act and shall be deposited in the Account for the payment of accrued pensions, as 
established by the Retirement Board. 
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CONTRIBUTIONS TO CENTRAL GOVERNMENT 
 
 

HEALTH REFORM 
 
Act No. 72 of September 7, 1993, known as 
the Puerto Rico Health Insurance 
Administration Act, provided that the 
budget allocation of the municipal 
governments for direct health services, in 
areas covered by health insurance, is based 
on the percentages indicated below, applied 
to the Ordinary Funds Budget of the 
municipalities of the preceding year, as of 
July 1, 1997.  
 
This contribution helps defray part of the 
cost of the health plan premiums provided 
by the central government to the country's 
medically indigent population.   
 
Subsequently, Act No. 27 of January 23, 2006 amended Act No. 72 of September 7, 1993, for the 
purpose of establishing a maximum amount for the economic contribution of the municipalities to the 
Health Services Administration (ASES). In order to relieve the municipalities of a disproportionate 
economic burden, by means of this Act, a ceiling was set on the economic contribution of the 
municipalities to the Health Reform, taking as maximum amount the contribution of the municipalities 
for Fiscal Year 2004-2005 or the current budget, whichever is less.   
 
The amount included in this Budget to contribute to the ASES is based on the provisions of the Fiscal 
Oversight Board and the ASES Act.    
 
CONTRIBUTION IN LIEU OF TAXES 
 

Act No. 83 of May 2, 1941, as amended, supra, Section 22 provides that the Puerto Rico Electric 
Power Authority shall set aside from its net revenue and pay annually to the municipalities an amount 
equal to (i) the actual energy consumption of each municipality (energy consumption), or (ii) the 
average amount paid by the Authority as contribution in lieu of taxes to the municipalities 
(contribution) in the preceding five fiscal years, or (iii) 20% of the adjusted net revenue (net revenue 
as defined in the 1974 Trust Agreement, less the cost of government subsidies), whichever of the three 
amounts is greater. In our Municipality, energy consumption constitutes the greater alternative, 
according to the aforementioned provisions of law. 
 

The original purpose of the compensation for the exemption from payment of municipal taxes was to 
ensure that municipalities would receive sufficient revenues to pay for public lighting and guarantee 
a surplus to pay off their accumulated debts with the Puerto Rico Electric Power Authority. The 
intention of the aforementioned provision was that the billing for consumption would be for lighting 
and public facilities of the municipalities.  In addition, the Authority will deduct from its net revenue 
the costs of subsidies or grants and will distribute 20% of the resulting amount among the 
municipalities as a contribution in lieu of taxes. 

Table 4     
Percentage of Budget for Health Services 

MIN. - MAX. %
$0 $10,000,000 5%

10,000,001 - 29,000,000 6%
29,000,001 - 39,000,000 7%
39,000,001 - 49,000,000 8%
49,000,001 - 59,000,000 9%
59,000,001 - 79,000,000 10%
79,000,001 - 89,000,000 12%
89,000,001 - 100,000,000 15%

100,000,001 - and over 17%
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Act No. 233 of December 11, 2011 amended Act No. 83 to restrict the scope of the formula to 
determine the contribution to the municipalities.  Said amendment establishes that for purposes of the 
calculation, the billing for electric energy consumption of public facilities in which restaurants, bars, 
stores, parking lots for which admission fees are charged and require night lighting, concessionaires 
or other for-profit establishments are located within coliseums, recreational parks, fine arts centers or 
municipal stadiums, for which the municipality receives remuneration, either from rentals or from the 
entrance fee charged to the general public, shall not be considered.   
 
Section 22 of Act 83 was amended by Act 57 of May 22, 2014.  This law establishes the distribution 
of PREPA's Gross Revenue for the purchase of fuel and energy.  The amendment to this section 
establishes, among other things, that the Maximum Ceiling of the CELI Contribution is based on the 
average energy consumption of the three years of highest consumption.  As of the change to the 
formula in 2004 to the present, it establishes a 5% annual reduction in consumption for the following 
three years until reaching 15%, that excess consumption will be billed, as well as an Additional 
Contribution for savings greater than 5% per year. It also contains specific provisions regarding non-
compliance with the 5% annual savings, the power of the Municipality to decide whether or not to 
include public lighting consumption in the billing calculation. On the other hand, the electric energy 
consumption of public facilities that house for-profit corporations or businesses are not considered 
within the calculation, since they will pay for the energy service.  In summary, the Contribution in 
Lieu of Taxes (CELI) comprises 11% of PREPA's Gross Revenues from the purchase of fuel and 
energy.  These will be distributed as follows: 2% to the Stabilization Fund, 9% for Subsidies and 
Subsidy Costs and 89% for Contribution in Lieu of Taxes (CELI). 
 
On February 16, 2016, Act No. 4 was approved, which again amends Section 22 of Act No. 83, supra.  
Said Act clarifies that the obligation of the Municipality is to reduce consumption to five percent (5%) 
the first year, ten percent (10%) the second year and fifteen percent (15%) the third year.  In addition, 
it indicates that the established cap will not include the consumption of public lighting.  The first 
review of the municipalities' energy consumption cap or CELI contribution will be carried out by the 
State Energy Public Policy Office (OEPPE) and will take effect in Fiscal Year 2018-2019, in 
accordance with the rules established in the Regulation to be adopted by the OEEPE for such purposes.  
The OEEPE recommends the mechanism to be used to establish temporary caps in case the energy 
consumption review of one or several municipalities is not implemented.  The new consumption caps 
will be disclosed to the municipalities; if the OEEPE does not comply with the revision of the energy 
consumption caps of the municipalities or CELI's contribution for Fiscal Year 2018-2019, a temporary 
cap will be adopted until the new consumption or cap established by the OEEPE under the Regulation 
enters into force. 
 
 

CONTRIBUTION TO THE MUNICIPAL REVENUE COLLECTION CENTER (CRIM) 
 
Section 7.003(a) of Act No. 107 of August 14, 2020, empowers the CRIM to take all necessary and 
pertinent actions leading to a better administration of said sections, including updating and maintaining 
the real property cadastre of each municipality, improving and making more efficient the systems for 
the charging and collection of said taxes. 
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In addition, Article 7.003(f) provides that the CRIM may develop programs with any municipality, for 
them to directly perform work related to the assessment of real estate property located within their 
territorial limits. The CRIM has the absolute responsibility to appraise the properties and make the 
corrections to impose the property tax.  Likewise, in the aforementioned article, subsection (g), the 
CRIM may enter into agreements with the municipalities so that they may carry out the collection of 
the property tax.  The agreements include a clause in which it clearly states that the municipality's 
authority is limited to carrying out procedures in accordance with the Law and applicable regulations.  
This is to ensure that the taxpayer pays any amount owed for said tax at a place determined by the 
CRIM by regulation or through any public agency, financial institution or savings and loan cooperative 
contracted as a collector. 
 
It also establishes that the CRIM may retain up to five (5%) percent of the total debts collected as a 
result of the implementation of the agreements entered into with the municipalities.  Said funds are 
used for operational expenses related to the services provided to the municipalities. 

 
EXTRAORDINARY FUND LAW 53-2021  
 
Act No. 53 of October 26, 2021, Chapter 4, Section 401. "Extraordinary Fund" establishes the creation 
of the "Extraordinary Fund to attend to the collection and disposal of residues, waste and to implement 
Recycling Programs in the Municipalities" hereinafter "Extraordinary Fund".  Said fund shall be 
within the Municipalities’ Equalization Fund, but in an account separate from other revenues of said 
fund and shall be used for the specific purposes set forth in this Act.   
 
This Act provides that, to the extent that the Debt Adjustment Plan includes reductions in the amount 
of guaranteed debt, a portion of these savings shall be made available to the municipalities.  This 
Extraordinary Fund shall be nourished by an annual allocation from the General Fund, which shall be 
equivalent in each fiscal year to 42% of the amount collected during the preceding fiscal year, 
corresponding to 1.03% of the tax rate. This allocation may only be included in the Budget of a fiscal 
year if the amount of Medicaid funds received during the previous fiscal year exceeds the amount 
projected for the previous fiscal year in the Fiscal Plan of the Government of Puerto Rico, certified by 
the Financial Oversight and Management Board for Puerto Rico in April 2021.   
 
Law 53-2021 establishes that such funds shall be exclusively for the following purposes:  

a) garbage collection and disposal;  

b) collection and disposal of solid waste;  

c) debris collection and disposal;  

d) implementation, collection and disposal of recycling  

 

In order to achieve a fair distribution of resources, the following criteria will be used to determine the 
amounts to which the municipalities may have access:  
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a) The total number of beneficiaries of the Nutrition Assistance Program, per capita, as certified 
by the Department of the Family, as determined in the immediately preceding fiscal year or in 
the nearest fiscal year for which information is available.  
 

b) The functional budget per capita of each municipality for the immediately preceding fiscal year 
or the closest fiscal year for which information is available.  

 
c) The assessed value of the taxable property per capita located within the territorial limits of 

each municipality, corresponding to the immediately preceding fiscal year or to the nearest 
fiscal year for which information is available.  

 
d) The municipality's population per square mile, according to the last decennial census.  

 
The methodology for the distribution shall be determined by the parameters set forth in this Article, 
but those existing parameters for the distribution of the Resources of the Municipalities Equalization 
Fund may be incorporated, as long as they are not contrary to the purposes and objectives described 
in the law, by the Governing Board of the CRIM.  The application of such methodology shall benefit 
those municipalities that receive the least income from property taxes or other sources, as well as the 
municipalities with the highest number of dependents of the Nutritional Assistance Program and the 
highest population density.   
 
 
CRIM DEBT 
 
Section 7.018 of Act No. 107 of August 14, 2020, supra, provides that the CRIM shall deliver to each 
municipality a final liquidation of the funds distributed. If the funds transferred to the municipalities 
turn out to be less than the revenue they would have received, the Executive Director of CRIM shall 
advance the difference from any funds available in the General Fund.  In the event that the funds 
transferred are greater, the surplus shall be distributed equally among all the municipalities as a 
percentage, using the percentage that represents the aforementioned surplus of the total revenues 
previously equalized. 
 
In addition, the aforementioned Article indicates that no later than July 1, the Executive Director of 
the CRIM reviews its records to determine the debt of each municipality with the General Fund for 
funds advanced in excess of the property tax actually collected.  Once the amount of such debt is 
established, the Executive Director of the CRIM notifies each municipality, as appropriate.  Also, 
Article 7.018 establishes that no later than December 31 of each year, the CRIM make a final 
liquidation of the funds distributed to the municipalities.  If there is any surplus, the Puerto Rico 
Financial Advisory Authority and Fiscal Agency (AAFAF) shall remit to each municipality the 
amount that corresponds to it.  In the event of having remitted amounts in excess of those 
corresponding to each municipality according to such final liquidation, the CRIM shall report such 
fact to the AAFAF so that it may withhold from the remittances of the following fiscal year those 
amounts necessary to recover the amounts remitted in excess. 
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MUNICIPAL INSURANCE 
 
Act No. 107 of August 14, 2020, supra, in its Section 1.010(f), empowers municipal governments, by 
themselves or in consortium with other municipalities, to negotiate and contract directly with any 
entity(ies) duly authorized to do business in Puerto Rico and certified by the Insurance 
Commissioner(s), the insurance policies and bonds they must acquire to carry out their operations and 
activities, including health insurance for their employees, and without the intervention of the Public 
Insurance Unit of the Department of the Treasury.  Aligned with the benefits of this measure, effective 
March 1, 2010 the Municipality of Caguas became the first municipality to establish a group health 
plan for its employees, contracting directly with a health insurance provider.  During fiscal year 2013-
14, public liability, auto and property insurance, among others, were contracted directly, after a 
detailed evaluation of risks, experience, and costs.  
 
OTHER CONCEPTS 
 
SOLID WASTE COLLECTION AND DISPOSAL 
 
Section 3.058 of Act No. 107 of August 14, 2020, supra, provides that solid waste management is part 
of the essential services provided by the municipalities to the community.  The Municipality may 
establish, maintain, and operate by itself, or by contracting with any "bona fide" natural or legal person, 
the services and programs of solid waste management and public sanitation in general.  Likewise, the 
Municipality may contract or in any form enter into agreements with public agencies and private 
persons for the establishment of solid waste management facilities and for the rendering of services 
related thereto.  These contracts or agreements may provide for the payment of compensation or other 
charges based on the actual or projected tonnage of solid waste delivered.  
 
CONTRIBUTIONS TO AFFILIATED CORPORATIONS 
 
Act No. 107 of August 14, 2020, supra, in 
its Section 5.016 Non-Profit Corporations, 
provides that municipalities may form part 
of, participate in, sponsor, and back non-
profit corporations organized under Act No. 
44 of August 10, 1995, as amended, 
organized for the purpose of promoting the 
economic, cultural, or social improvement 
of a municipality or the region of which it 
is a part, provided that: (1) the corporation 
is organized with the effort, participation, 
and commitment, in addition to the 
municipality or municipalities, of entities or 
organizations of higher education sectors, 
private commercial and industrial 
enterprises and/or associations that group 
industries and businesses, (2) the 
corporation obtains tax exemption from the 
Department of the Treasury, and (3) the 
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entities participating in the corporation execute a contribution agreement that identifies and specifies 
the nature and amount of the contributions and the obligations of the participants. 
 
From November 2003 to the present, our Municipality has participated in the creation of seven (7) 
corporations of this type: Bellas Artes de Caguas, Inc. (COBAC), Iniciativa Tecnológica Centro 
Oriental (INTECO), Salud Aseguradora por Nuestra Organización Solidaria (SANOS), Corporación 
para la Conservación Etnoecológica Criolla, Inc. (CCECI), Banco de Desarrollo Centro Oriental 
(BADECO), Corporación Centro Criollo de Ciencias y Tecnología (C3TEC) and Corporación Juvenil 
para el Desarrollo de Comunidades Sostenibles (CJDCS).  
 
In turn, the Municipality has formalized agreements or covenants that define the constitution of such 
corporations and the functions and/or contributions to be made by each of the organizations that 
comprise them. This Budget includes the necessary allocations to comply with such commitments.  

 
DONATIONS 
 
Article 2.033 of the Puerto Rico Municipal Code provides that municipalities may cede or donate 
funds or property owned by them to any nonpartisan entity that operates on a nonprofit basis and 
engages in public interest activities that promote the general welfare of the community.  In addition, 
Article 2.034 establishes that municipalities may cede or donate public funds to persons who 
demonstrate genuine and specific needs in health, education, housing, sports, assistance in 
emergencies and natural disasters.  The assignment of funds or property may only be made upon proof 
that the person is indigent or if there is a legitimate public purpose or end, such as health, education, 
sports and cultural needs; provided that it does not interrupt or adversely affect municipal functions, 
activities, and operations.  In those cases in which a government or private agency does not comply 
with the disbursement of an already approved donation, the municipality may disburse the donation, 
and then demand reimbursement from the corresponding government or private agency. Any 
assignment of assets or donation of funds must be approved by the Municipal Legislature, by 
resolution to that effect, by an absolute majority of all members. 

 
CLAIMS FROM PREVIOUS YEARS 
 
Section 2.092(a) of Act No. 107 of August 14, 2020, supra, Section 2.092(a) establishes that the 
portion of the appropriations and funds authorized to address a fiscal year that have been obligated on 
or before June 30 of the fiscal year to which said appropriations and funds correspond, shall continue 
on the books for one (1) additional year after the fiscal year for which they have been authorized has 
expired.  After said year, no draw against said portion for any concept shall be made, except, in cases 
of decreed emergency, which shall extend the amortization to four (4) years immediately after the 
expiration of said year, the obligated balances shall be closed, taking into consideration any legal and 
regulatory provision in this respect. Any authorized obligation, the payment of which is affected by 
the closing of the obligated balances, must be included in the budget of the current fiscal year. 
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DEBT POLICIES 

INTRODUCTION 
 
Governments use debt issuance for the primary purpose of financing their Capital Improvement 
Investment Program for the benefit of citizens and to foster economic development.  However, it is 
important to establish policies and strategies for the proper management of public debt.  A good debt 
management plan takes into consideration the amount of debt, appropriate annual debt service, interest 
rate, debt maturity, and the integration of a multi-year capital improvement plan with the cost of 
operating facilities.  The plan establishes debt level targets. 
 
One approach to monitoring and limiting the total amount of all types of debt is to establish a model 
for passing judgment on debt capacity.  This is the amount of debt that can be authorized and issued 
prudently over a period of time without adversely affecting the issuer's credit rating.  The concept of 
debt capacity recognizes that government units have a limited capacity to issue debt at a specific credit 
level.  Issuing debt above that level can cause erosion in credit ratings.  Establishing a debt capacity 
model helps to balance the government's capital needs with the ability to repay the debt issued to 
finance those needs. 
 
LEGAL BASIS 
 
Chapter 5 - Municipal Financing of Book VII - Municipal Treasury of the Municipal Code of Puerto 
Rico constitutes the legal framework for the issuance of debt by all municipalities of Puerto Rico. This 
Act facilitates and expedites the debt issuance process in a uniform and updated manner in the credit 
process and financing mechanisms.  With this Act, municipalities are authorized to contract loans in 
the form of basic property tax advances and to issue general obligation note bonds, revenue bonds, 
special obligation bonds, and refinancing bonds. 
 
The aforementioned Chapter provides that any obligation to be incurred by the municipalities under 
the provisions of the Chapter must receive the prior approval of the Puerto Rico Financial Advisory 
Authority and Fiscal Agency of Puerto Rico.  Accordingly, the AAFAF evaluates the obligation 
proposed by a municipality to determine whether it complies with the requirements of law and those 
established by the AAFAF itself. 
 
Section 7.296(b) of the Act provides that the AAFAF shall establish by regulation the requirements 
for the application for approval, the procedure for the submission and evaluation of applications, and 
the criteria applicable to the evaluation of the proposed obligations.  Finally, the Act grants the AAFAF 
the role of Fiscal Agent of the municipalities with the responsibility to ensure faithful compliance and 
sound administration of the municipal borrowing activity. 
 
The issuance of general obligation bonds, special obligation bonds, revenue bonds, and refinancing 
bonds by the Municipality is authorized by an Ordinance passed by the Municipal Legislature with 
the affirmative vote of two-thirds (2/3) of the number of its members and the approval of the Mayor. 
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DEBT INSTRUMENTS 
 
The Law establishes different types of obligations that municipalities may incur, such as General 
Obligation Bonds or Notes, Rent Bonds, Bonds, Special Obligation Notes or Instruments, Refinancing 
Notes, Instruments or Bonds; Bond Anticipation Notes; and Tax and Revenue Anticipation Notes or 
Instruments.  The following is a brief description of the most commonly used Debt Instruments: 
 
GENERAL OBLIGATION BONDS OR PROMISSORY NOTES  

 
Principal and interest payments (debt service) are unconditionally guaranteed by the good faith, credit, 
and taxing powers of the government issuing the debt.  These bonds must be used to acquire any 
equipment, develop or construct public works or any other project for which the Municipality is legally 
authorized.  An example of these are the bonds held by the Municipality to finance its permanent 
improvement program. 
 
SPECIAL OBLIGATION BONDS OR NOTES  
 
These are obligations issued for which revenues or resources derived from one or more specific 
revenue sources authorized by law have been pledged.  They may be used to acquire, develop or 
construct any public works or improvements, revenue-generating projects and equipment of any nature 
that the Municipality is legally authorized to acquire or to pay operating expenses budgeted in any 
fiscal period and of current obligations incurred, as well as for other legal purposes of the Municipality. 
 
REVENUE BONDS 
 
These bonds are secured by the revenues generated by the financed project or a specific source of 
funds.  These bonds are used to acquire, develop, or construct any revenue-generating project. 
 
PROMISSORY NOTES OR INSTRUMENTS IN ADVANCE OF CONTRIBUTIONS AND REVENUES 

 
These are obligations intended to comply with the allocations of the Municipality’s fiscal year budget 
without having to wait for receipt of the proceeds from the contributions and other operating revenues 
corresponding to said fiscal year.  These notes or instruments mature no later than ninety (90) days 
after the close of the fiscal year. 
 
SPECIAL OBLIGATION BONDS OR NOTES SECURED BY THE MUNICIPAL RETAIL SALES AND USE TAX 
 
Article 7.294 of the Puerto Rico Municipal Code authorizes municipalities to incur guaranteed 
obligations based on the proceeds of revenues or resources derived from the Municipal Sales and Use 
Tax (IVU).  The funds extended to the municipalities via loans shall be used to finance programs for 
the collection of solid waste and recycling, construction of works and permanent improvements, 
health, safety, and any activity or project within the sound public administration of the Municipality. 

 
DEBT COMPONENTS 
 

The main components of municipal debt are Property Valuation, Legal Margin, Available Borrowing 
Margin, Redemption Fund, and Debt Service. 
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PROPERTY VALUATION 
 

It is the value of all non-exempt and exempt taxable property within the territorial limits of the 
Municipality.  It is determined by the CRIM and may fluctuate as a result of new construction or the 
elimination of some. It also arises as a result of the appraisal of existing properties that were not taxed 
during the year. However, with the approval of Act No. 7 of March 9, 2009, Special Act Declaring a 
State of Fiscal Emergency to Save Puerto Rico's Credit, it is established that the appraised value for 
all real estate property as of January 1, 2009, January 1, 2010, January 1, 2011 and January 1, 2012 
shall be the appraised value as of January 1, 2009 multiplied by ten (10).  This provision of law 
achieves increasing the borrowing margin and the financial capacity of the Municipality for the 
aforementioned periods. 
 
LEGAL MARGIN 
 

SPECIAL ADDITIONAL CONTRIBUTION (CAE)  
 
Refers to ten percent (10%) of the assessed value of taxable exempt and non-exempt property, which 
may be used in the issuance of bonds.  This percentage is determined by Chapter V - Municipal 
Financing, Book VII - Municipal Treasury of the Puerto Rico Municipal Code. 
 
OPERATIONAL  
 
Represents ten percent (10%) of the average of the total recurring operating revenues of the 
Municipality earned in the two (2) fiscal years immediately preceding the current fiscal year. 
 
AVAILABLE BORROWING MARGIN 
 
The available borrowing margin is established by regulation by the AAFAF and represents the 
maximum amount of debt that a municipality may incur.  It is determined based on the difference 
between the legal margin and the current debt, reduced by the deposits in the Redemption Fund 
account, which is not committed to pay accrued interest. 
 
REDEMPTION FUND 

 
CAE REDEMPTION FUND 
 

Trust established by the Municipal Revenue Collection Center (CRIM) with the Financial Advisory 
Authority and Fiscal Agency (AAFAF), in which it deposits all the proceeds of the special additional 
tax and any other resources from other sources.  This contribution is 3.00% on the taxable value of all 
exempted and non-exempted property in the Municipality. 
 
SUT REDEMPTION FUND   
 
This fund is under the custody of AAFAF and is funded by deposits from the collection of .2% of the 
proceeds of the Municipal Sales and Use Tax of .5%.  The money deposited is used to grant loans.  In 
addition, in order to increase the payment capacity, the Municipality contributes 100% of the 
participation of the Municipal Development Fund to the Municipal Redemption Fund. 
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DEBT SERVICE 
 

Debt service consists of the payment of principal and interest on bonds issued and on promissory notes 
in anticipation of contributions and revenues. These payments are made twice a year, in January and 
July. 
 

 
COMPUTATION OF BORROWER'S LEGAL MARGIN 
 
Puerto Rico’s Total Public Debt is comprised of the debt of the Central Government, the debt of the 
public corporations and the debt of the municipalities.  Each one of them has a limit that delineates 
the extent to which it is prudent to commit the revenues of such institutions to service the outstanding 
debt kept in circulation at any given time.  Regarding the level of debt that a municipality is authorized 
to acquire, the Municipal Code establishes different limitations on the amount for each type of 
obligation.  
 
MUNICIPAL GENERAL OBLIGATION BONDS OR NOTES 
 
No municipality may incur an obligation evidenced by General Obligation Bonds or Notes in an 
aggregate principal amount which, together with the principal amount payable on all other outstanding 
obligations of the municipality, exceeds 10% of the total assessed value of the property situated in the 
municipality.  In determining the borrowing margin, the principal amount payable on outstanding 
obligations may be reduced by deposits in the Municipality's account in the Redemption Fund that is 
not pledged to pay accrued but not yet paid interest on such obligations.  
 
BONDS, NOTES OR SPECIAL OBLIGATION INSTRUMENTS 
 
No municipality may incur an obligation evidenced by Special Obligation Bonds or Notes if the annual 
payment of principal of and interest on such bonds or notes, together with the annual payment of 
principal of and interest on all other obligations, exceeds 10% of the average recurring revenues of the 
municipality for the two (2) fiscal years immediately preceding the current fiscal year. 
 
PROMISSORY NOTES OR INSTRUMENTS IN ADVANCE OF CONTRIBUTIONS AND REVENUES 
 
No municipality may incur an obligation evidenced by Notes or Instruments in Advance of Taxes and 
Revenues if the payment of interest on such Notes, together with the annual payment of principal and 
interest on all other obligations evidenced by Bonds, Special Obligation Notes theretofore outstanding 
of the municipality, exceeds ten percent (10%) of the average recurring operating revenues of the 
municipality for the two (2) fiscal years immediately preceding the current fiscal year. 
 
SPECIAL OBLIGATION BONDS OR NOTES SECURED BY MUNICIPAL SALES AND USE TAX. 
 
These special obligation instruments are not subject to the borrowing margin limitations contained as 
part of the Puerto Rico Municipal Code.  However, it requires an analysis of the municipality's 
payment capacity, resulting from the computation of collections corresponding to two percent (.2%) 
of the proceeds of five percent (.5%) of the Sales and Use Tax collected by the Secretary of the 
Treasury for the Redemption Fund, plus the transfer of 100% of the Municipal Development Fund.   
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FINANCE LEASE AGREEMENTS 
 
Act No. 265 of September 3, 2003, known as the "Act to Regulate Certain Governmental Contracts 
for the Financing and Leasing of Movable Property," prohibits government and municipal entities 
from granting financing contracts, leasing contracts, financial leasing contracts or any other type of 
contract on movable property without obtaining prior approval from AAFAF.  These obligations are 
considered to be operational in nature.  For purposes of the borrower margin analysis, the portion of 
the annual principal and interest payment is reduced.  
 
However, with the approval of the 2011 Regulations on Governmental Financing Contracts, it exempts 
municipalities from the requirement of prior approval of contracts when the main source of funds for 
repayment does not come from budgetary allocations of the General Fund. 
 
On the other hand, the Municipality must obtain prior approval from AAFAF for those financing 
contracts whose primary source of funds for repayment comes from General Fund budget allocations.  
 
CAPITAL IMPROVEMENT POLICIES 
 
Capital improvements are defined as physical assets, constructed or acquired, with a useful life of 
more than two (2) years.  They are recorded at cost and in the case of donations, are recorded at market 
value at the time of donation.  These may include property, plant, equipment, remodeling and 
expansion of physical facilities in communities, remodeling of existing structures, construction of new 
facilities, adapting facilities to comply with current codes, acquisition of property for the construction 
of community facilities such as parks, community centers, roads and utilities, architectural and 
engineering consulting related to investment projects.  Expenditures for normal maintenance and 
repairs that do not add value to capital assets or significantly extend their useful lives are not 
capitalized. 
 
CASH MANAGEMENT POLICIES 
 
The Municipality's Cash and Investments are managed in a prudent and diligent manner, with 
emphasis on standards of sound management, safety, liquidity, and performance. 
 
COLLECTIONS 
 
The Director of Finance is responsible for the collection, deposit and custody of all public funds 
belonging to or under the control of the Municipality.  He delegates to the Official Collector the 
functions of collection and deposit of municipal funds.  The Official Collector has Auxiliary Collectors 
to perform such functions.  The Collectors are included in the global bond of municipal employees 
and officers. All are empowered to receive payments of contributions, accounts receivable and other 
payments in favor of the Municipality. Debit and credit cards, certified and uncertified checks and 
cash are accepted as methods of payment in our Municipality.  Depending on the method of payment, 
the Official or Auxiliary Collector requires documents and/or information to authenticate the 
legitimacy of the person making the payment and the validity of the payment.  Finally, under Puerto 
Rico statutes, public funds collected are deposited in commercial banks, according to the 
corresponding account, duly insured by the Federal Deposit Insurance Corporation (FDIC). 
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INVESTMENTS 
 
When convenient and feasible, the Director of Finance withdraws municipal funds held by the 
financial institution where they are deposited and transfers them to any other financial institution duly 
authorized by the Secretary of the Treasury, as part of a short-term investment plan.  This power is 
exercised exclusively with those funds for which there is no immediate use, and for the purpose of 
investing, obtaining a better interest rate or providing greater security to the custody thereof. 
 
For this purpose, the Finance Director must obtain at least three (3) estimates in order to pass judgment 
on the financial aspect of such investments and to ensure that they produce the best yields.  The totality 
of these deposits or investments are maintained as part of the cash balance of the fund, an operation 
that has no accounting effect, since such investments are an available cash resource. 
 
In addition, funds for construction and permanent improvements obtained through loans are also held 
in investment accounts to maximize their return.  Most of the interest income is derived from the 
investment of the funds supporting the capital improvement program.  
 
The Chief Financial Officer or his authorized representative maintains a record for the control of 
investments.  This record is maintained by type of investment and indicates, among other things, the 
date of acquisition, security number issued, name of the financial institution, total amount of the 
investment, maturity date, interest rate, interest received, increase in the investment, investment 
balance, and liquidation date. 
 
BUDGET CONTROL POLICIES 
 
In order to maintain a Balanced Budget, the following general policies should be observed: 
 
 General Fund expenditures for the various municipal programs are against current resources and 

are not dependent on reserves. 
 

 Federal Funds are supported by incentives, laws, or approved proposals.  These expenditures are 
used strictly for the purpose for which they were awarded.  These funds are not used to subsidize 
other funds, except those permitted by federal regulation. 

 

 New or non-current revenues arising during the year are allocated to support existing programs 
prior to subsidizing or expanding new programs. 

 
 Expenditures of federal funds may be subsidized by general fund revenues only up to the full 

reimbursement of federal funds.  This does not apply in those situations where the Municipality 
has elected to provide these services. 

 

 The Municipality may apply for all federal, state, and private assistance available, but is strictly 
limited to financial assistance from these programs to avoid entering into commitments beyond 
the availability of funds. 

 

 The operating budget must provide for the adequate maintenance of capital assets. 
 

 The Mayor requires the preparation of quarterly revenue and expense reports and the annual 
audited financial report.  
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8101 Patents - Income from municipal patents filed.

8102
Patents Previous Years - Charge to this account the income received from municipal patents filed outside the
current fiscal year. This account cannot be used when preparing the budget, the income received for this concept
can be used to make budget readjustments.

8103 Municipal Sales Tax - Charge the income received from the municipal sales tax to this account.

8104
Interests, Surcharges and Penalties in Municipal Sales Tax - Charge to this account the income from interest,
surcharges, and penalties from Municipal Sales Tax.

8105

Municipal Development Fund - Charge to this account the income received by the Government Development
Bank (GDB), which will be nourished by the deposits made for the collections corresponding to point two percent
(.2%) of the product of the point five percent (.5%) of the sales and use tax (IVU) by the municipalities. The money
from the Municipal Development Fund may be used by municipalities in programs for the collection of solid waste
and recycling, the construction of works and permanent improvements, health and safety.

8107

Municipal Improvement Fund - This fund will be nourished by the deposits made for collections corresponding
to point one percent (.1%) of the product of point five percent (.5%) of the sales and use tax (IVU) by the
municipalities. To be distributed through legislation by the Legislative Assembly to be assigned to permanent public
works and improvement projects in the municipalities. They must be deposited in the Municipal Redemption Fund
(12) (Loan Granting by the Government Development Bank IVU)

8121 Interest and Surcharges for Delays on Patents - Income from interest and surcharges for delays on patents.

8122 Other Local Taxes - Income from any other local tax not previously classified.

REVENUE ACCOUNTS

LOCAL TAXES 
81.01 - 81.99

Municipal Redemption Fund - This fund will be nourished by the deposits made for the collections corresponding
to point two percent (.2%) of the product of five percent (.5%) of the sales and use tax (IVU). ) by the
municipalities. They will be used exclusively to grant loans in favor of the municipalities. The money from the
Municipal Redemption Fund may be used by the municipalities in programs for the collection of solid waste and
recycling, the construction of works and permanent improvements, health and safety. They must be deposited in the
Municipal Redemption Fund (12) (Loan Granting by the IVU Government Development Bank).

8106
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8231
Property Tax, Exonerated - Income from the exempt property tax for the current year received from the
Municipal Income Collection Center.

8232
Property Tax, Previous Years - To account for the property tax received from the Municipal Revenue Collection
Center corresponding to previous years.

8301 Construction Taxes - Income received from collecting taxes to carry out some type of construction.

8304 Miscellaneous Licenses and Permits - Income received from other unclassified licenses and permits.

8402
Electric Power Authority Compensation - Income from the compensation received through the Department of the
Treasury from the Electric Power Authority

8403
Compensation PR Telephone Co. - Income from compensation received from the Puerto Rico Telephone
Company.

8404 Other Intergovernmental Income - Equalization Fund.

8405 Contributions to Trusts - Income in Trusts (Education Trust, specific donations, etc.)

8406 Federal Contributions - Income from federal allocations by the various federal agencies.

8407
State Contributions - Income from contributions from the state government. Examples are: Joint Resolutions, Law
#2, etc.

8409
Own Home Program Subsidy - Income from federal allocations (CDBG). Subsidy to be used as prompt payment
or closing costs in the acquisition of your first home from the Own Home Program.

8410
State Compensations - Income from compensation received from the Department of the Treasury regarding the
Christmas Bonus.

Federal Contributions – CDBG Program - Income from federal allocations through the program known as
“Community Development Block Grant” (CDBG).

8408

Intergovernmental Income
84.00 - 84.99

Income from other governments in the form of federal contributions, securities or matched income.

Property Taxes
82.00 - 82.99

Licenses and Permits
83.00 - 83.99
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8501 Health Services - Income from services offered in municipal health centers.

8502 Hospital Medical Services - Income from medical services in clinics, hospitals, municipal health centers, etc.

8503 Ambulatory Medical Services - Income from medical services on an outpatient basis.

8504 Amusement Park Services - Income from municipal amusement parks.

8505 Parks and Recreation Use Permits - Income from the use of municipal parks and recreation areas.

8506
Permits for the Use of Stadiums and Coliseums - Income from the use of stadiums, coliseums, convention
centers, etc.

8507 Waste Disposal - Income from the use of the municipal landfill and other waste equipment.

8511 Other Income from Services - Income from services not previously classified.

8515 Income from Transportation Services - Income received from bus service to private and public entities.

8601
Fines - Includes money derived from fines and penalties imposed by courts for violations of laws, obstruction of
the execution of obligations imposed by Law and for violations of rules and regulations.

8602
Confiscations - Includes money derived from confiscated deposits held to guarantee compliance with contracts
with municipal agencies.

8701 Interest on Investments - Income received from interest on investments held by the Municipality.

8702 ¨Interest on Reserved Surplus - Operating Reserve HAP Projects¨ - Reserved for section 8.

8703 Bank Interest - Income received from interest accrued from Bank accounts

Income from current services exclusive to public facilities and other public companies.

Income from Services

Other Income

Fines and Confiscations
86.00 - 86.99

85.00 - 85.99

87.00 - 87.99
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8704 Parking - Income received from municipal parking meters, municipal parking, etc.

8705 Eventual Income - Income that comes from unanticipated events.

8706
Rent of Municipal Premises and Property - Income received from the rent of public property for public or
private use.

8707
Patron Saint Festivities - Income received from the rental auction of premises and public property for use during
patron saint festivities and other concepts associated with the festivities.

8709
Other Income - Income received from transactions such as sales of municipal property, cemetery graves, donations
and other sources of income.

8710
Sales of Stamps and Receipts - Department of the Treasury - Income from sales of stamps and receipts of the
Department of the Treasury.

8720
Other Financial Resources - Any other financial resource of the municipality that does not constitute income is
recorded in this account.

8722
Other Financial Sources, Property Tax (Non-Exempt) - This account records the portion of the property tax that
reaches the municipality that must be returned (the non-exempt portion that is pending collection).

8723
Other Interest - Interest on debts on leases and payments of landfill contributions, leasing, taxes and others will be
charged to this account.

8724
Section 108 Guaranteed Loan (Guaranteed Loan Funds Accounts) - Deposit the funds received for Section
108 Loans.

8801 ¨Prior Year Adjustment - Affecting Residual Receipts or Prior Year Adjustment¨ - Reserved Section 8 Deficit.

8802 ¨Gain or Loss From Disposition of Nonexpendable Equipment¨ - Reserved for Section 8.

8850 ¨Provision for Operating Reserve - JAP Projects¨ - Reserved for Section 8.

8851 ¨Provision for Project/ACC Reserve Account - Section 8 HAP Projects¨ - Reserved for Section 8.

8852 ¨Annual Contributions Earned - HAP Projects¨ - Reserved for Section 8.

8901 Incoming Transfers - Legally authorized transfers of resources from another fund.
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9101
Regular Employees - Disbursements of salaries to employees holding regular positions in
municipalities shall be charged to this account.

9102 Administrative Salaries - Reserved for Section 8.

9103
Medical Shifts - Disbursements for Medical Shifts provided to the Municipality, including the
services of nurses' shifts.

9104
Voluntary Pre-retirement Program - Charge to this account the disbursements for salaries to
employees covered by the Voluntary Pre-retirement Program.

9105
Transtory Employees - Disbursements of salaries to employees occupying temporary positions in
municipalities shall be charged to this account.

9106
Irregular Employees - Disbursements of salaries to employees occupying irregular positions in
municipalities should be charged to this account.

9107
Accrued Vacation, Regular Leave - The debit balance in this account reflects the total spent for the
lump sum payment to employees and municipal officials on regular leave.

9108
Accrued Vacation, Sick Leave - The debit balance in this account reflects the total amount spent on
the balloon payment to City employees and officials on sick leave.

9109
Voluntary Incentivized Resignations - Charge this account for the disbursements for the voluntary
incentivized withdrawal.

9110
Drivers Insurance - Charge this account for driver insurance disbursements of employees and
municipal officials.

9111
Retirement System - Debit this account for retirement system disbursements for municipal
employees and officials.

9112
Late Retirement Contribution - Charges to this account for contributions to the retirement system
for years in arrears.

Other Benefits
91.09 - 91.74

EXPENSE ACCOUNTS

Personnel Disbursements 
91.00 - 91.99

Salaries and Compensations 
91.01 - 91.08
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9113
Contribution Retirement System Pensioners - Charge to this account the expenses for the increase
of three percent (3%) in the annuities of the pensioners of the municipality to the Retirement System.

9114
"PayGo" Charge - Charge this account the amount billed by the Department of the Treasury for the
monthly charge to cover the benefits of pensioners known as "PayGo Charge".

9115
Incentives - Any incentives granted to municipal employees due to the COVID-19 Pandemic and
others will be charged to this account

9131
Federal Social Security - Debit this account for social security disbursements of municipal
employees and officials.

9141
Medical Plan - Charge this account for medical plan disbursements of municipal employees and
officials.

9145
Unemployment Insurance - Debit this account for unemployment insurance disbursements for
municipal employees and officials.

9147
Temporary Non-Occupational Disability Insurance (SINOT) - Charge to this account the
disbursements for temporary non-occupational disability insurance of municipal employees and
officials.

9151
State Insurance Fund Benefit - Disbursements of the State Insurance Fund benefit of municipal
employees and officials shall be debited from this account.

9170
Summer Bonus - Charge this account for Summer Bonus disbursements to municipal employees
and officials.

9171
Christmas Bonus - Charge this account for disbursements of Christmas Bonus to municipal
employees and officials.

9172 ¨Terminal Leave Payments¨ - Reserved for Section 8.

9173 Fringe Benefits - Other miscellaneous fringe benefits.

9174
Interest and Penalties for Personal Services Debts - Disbursements for interest, charges and
penalties for personal services debts with government agencies such as Retirement System,
Unemployment, Treasury, among others.

9175
State Compensatory Time - Charge to this account the disbursements for the payment of State
Compensatory Time to municipal employees.

9176
Federal Compensatory Time - Charge to this account the disbursements for the payment of Federal
Compensatory Time to municipal employees.
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9201
Office Supplies - Charge this account for the cost of all materials (items and substances) dedicated
primarily for office use.

9205
Tools - Charge to this account the cost of tools, which for reasons of their low cost and frequent loss, 
are not classified as equipment.

9211
Drugs, Medicines, and Other Medical Supplies - Charge this account for the cost of articles and
substances used exclusively and primarily in the treatment, cure, and prevention of disease.

9215
Maintenance Materials - Charge to this account the cost of maintenance items and substances,
which for reasons of their low cost and frequent loss, are not classified as equipment.

9221 Food - Charge this account with the cost of all provisions for human consumption.

9223
Purchase of Uniforms - Charge this account for the cost of all personal effects, for example:
clothing, shoes, uniforms, clothing materials, miscellaneous.

9225
Fuels and Lubricants - Charge to this account all disbursements for fuel and lubricants used solely
and primarily in the operation of motor vehicles and other automotive equipment such as trucks,
bulldozers, graders, boats, etc.

9228
Electric Energy Expenses - Charge to this account the expenses for electricity and electric energy
services purchased by service contracts.

9229
Overdue Utilities - Charge this account for late profit service expenses. For example, electricity,
water, etc.

9232
Aqueduct and Sewerage Expenses - Charge to this account the cost of water and sewer service
provided by the Aqueduct and Sewer Authority.

9235
Telephone and Communications Expenses - Charge this account for the regular rent and service
cost of telephone systems, telephone intercom systems, and telephone equipment.

These accounts include those items that ordinarily have a short period of use and durability, lose their identity
characteristics through use, and have only face value or cannot be charged to real estate equipment accounts.

Material and Supply Expenses 
92.00 - 92.99
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9238
Building Materials - Charge to this account the cost of materials, articles and substances, purchased
for use in and forming part of buildings and their surroundings, minor structures, bridges, roads,
roads, sidewalks, etc.

9242
Operating Materials and Supplies - Charge to this account the cost of all materials, supplies and
parts consumed and used in the municipality, which were not previously classified.

9301
Office Equipment - Charge this account for machines and other office equipment and furniture and
facilities specially designed for general office use.

9302
Computer Programs - Charge this account for the cost of computer programs "software". Only for
the Purchase of Computer Programs that contain perpetual license and / or those that can be modified
to add additional functions at their own discretion.

9305
Mechanical Equipment - Charge this account for the cost of equipment used in the repair and
maintenance of vehicles, machines, appliances, etc.

9311 Municipal Vehicles - Charge this account for the cost of cars, buses, trucks and motorcycles.

9315
Medical Equipment - Charge to this account the cost of machinery, apparatus, instruments and
surgical supplies and other equipment designed for medical uses in the treatment of patients.

9321
Maintenance Equipment - Charge this account for the cost of equipment used in the maintenance
of municipal localities.

9325
Construction Equipment - Charge this account for the cost of machinery used in the construction,
repair, alteration or demolition of roads, bridges, tunnels, sewers, buildings and structures, etc.

9327 Equipment Purchase - Charge this account for the overall cost of equipment.

9350
Purchase of Buildings - This account records the municipality's expenditure on the acquisition of
buildings.

9360 Purchase of Land - Expenses for the acquisition of land.

Equipment Expenses 
93.00 - 93.99

The term equipment includes objects that have four (4) characteristics that distinguish them from materials and
supplies: (1) long use and duration, (2) permanent character, (3) high unit cost, and (4) subject to centralized
control in inventory as fixed equipment.
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9401
Per Diems/Allowances - Charge to this account the expenses of meals and mileage paid in the form
of subsistence allowances to municipal assembly members on official business trips as well as the
allowances of the Auction/Bid Board.

9402
Artistic Per Diems/Allowances - Charge to this account the expenses of meals and mileage or
subsistence paid in the form of subsistence allowances to members of: bands, orchestras, dance
groups, theater groups, etc. created by the municipality to represent it in cultural and tourist activities.

9403
Expense for Collection IVU (Sales Tax) - Charge to this account the expenses to be incurred when
paying the Department of Treasury or private company for administering the collection of the
municipal Sales & Use Tax.

9404
Acquisition of Animals and associated effects - Charge to this account the expenses incurred in the
acquisition of animals and purchases associated with this concept.

9405

Representation Expenses - This group includes all contractual services provided by individuals
under express or implicit contract related to operational activities of the municipality. These
expenditures must be closely related to the public welfare or interest and be compatible with the
specific functions of that public official who incurred the expenditure.

9406 Training - Total expenditure on training.

9407
Library Maintenance - Charge this account for library maintenance expenses, such as: acquisition
of books, informational or reference material, library cleaning, and others. Excluded from this
expenditure account are wages and fringe benefits.

9410
Single Audit Expenses - Compensation paid for services rendered by Auditors or Audit Firms
regarding the preparation of Single Audits.

9411
Professional Services - Unclassified - Compensation paid for fees, commissions or other incidental
expenses such as transportation or subsistence, to persons with unclassified specialized knowledge or
skills who are not employees of the municipality, professional and/or advisory services.

9412
Non-Professional Services - Compensation paid for non-professional services rendered by
individuals who are not municipal employees in work such as secretarial, mechanical, plumbing,
painting, etc.

Other Disbursements
94.00 - 94.99
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9413
Drug/Doping Tests - Charge to this account the expenses of Tests for the Detection of Controlled
Substances in Employment, according to Chapter XII of Law No. 81 of August 30, 1991.

9414
CRIM Cadastre Map Services (LIMS) - Portion retained by the Municipal Revenue Collection
Center (CRIM), for the updating of cadastre maps.

9415
Public Relations - Expenses incurred in social activities carried out for the purposes of industrial
promotion, instruction, tourism, etc.

9421
Travel Expenses - Include transportation of people, their subsistence while they are making the trip,
meals and other incidental expenses to the trip that will be paid by the Municipality.

9422
Transportation Expenses for Students- Transportation of students to schools, colleges or
universities.

9425
Legal Services - Compensation paid for fees or other incidental expenses, such as transportation or
subsistence, to attorneys and notaries public who are not employees of the municipality, for legal
services rendered.

9431
Engineering and Architectural Services - Compensation paid for fees or other incidental expenses,
such as transportation or subsistence, to engineers and architects who are not employees of the
municipality, for engineering and architectural services.

9432 Construction Costs - Amount contracted with a particular contractor.

9433 Relocation Costs - Relocation costs of a project.

9434 Acquisition Costs - Costs of purchasing real estate.

9435
Appraisals - Compensation paid for fees or other incidental expenses, such as transportation or
subsistence, to property appraisers.

9436
Excavation and Demolition Fee - Charge to this account the initial and annual fee to be paid to the
Excavation and Demolition Coordination Center.

9437
Landscaping - Charge this account for expenses incurred in the purchase of ornamental plants and
purchase of materials related to landscaping.
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9438
Acquisition and/or Restoration of Works of Art - Charge this account for expenses incurred in the
acquisition and restoration of works of art (paintings, paintings, busts, statues, etc.)

9439
Banking Charges - Charge this account for charges incurred on all bank charges related to banking
services.

9441
Inspection of Buildings and Constructions in Progress - Charge to this account the expenses of
examination of plans, inspections of construction of buildings, inspection of existing structures, as
required by established standards and the issuance of building permits.

9442 Insurance - Premiums and other amounts paid for insurance and other premiums.

9443
Health Expenses - Lump sum expenses of the Municipality's Health Department to be paid to the
Health Insurance Administration (ASES).

9444
Dues and Subscriptions - Dues includes the cost of dues authorized to members in technical and
professional associations and organizations. Subscriptions include the cost of subscriptions to
newspapers, magazines, license for the use of computer programs and other periodicals.

9447
Donations - Amounts given free of charge to people in need and non-profit institutions as donations
or contributions.

9448
Municipal Contributions - Charge to this account contributions to Non-Profit Corporations, created
under Article 5.016 of the Municipal Code of Puerto Rico, for the administration or development of a
municipal project or program.

9449
Scholarships - Debit this account for all payments made to undergraduate or graduate students in
schools, colleges or universities as a subsidy for further study.

9450
Rent of Buildings, Premises and Land - Debit this account for the amounts paid for the lease of
buildings, premises and land by the municipality.

9451
Rental of Equipment and Vehicles - Charge to this account the amounts paid for the lease of
equipment and vehicles by the municipality.

9453 Rent in Arrears - Charge this account for late rent payments to avoid eviction.

9455 Interest - Debit this account for all interest payments on borrowings.
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9456
Interest and Surcharges - Remittance Advance - Charge this account for additional interest
charges and surcharges on remittance advances.

9457
Loan Principal Repayment - Include principal (and/or interest) payments on loans, whether
borrowed or any other type of loan.

9458 Deficit - This account will include the amortization of deficits from previous years.

9459
Deficit Reserve - Charge to this account the portion to be amortized during the next fiscal year
incurred during the current fiscal year.

9460 Interest Accounts Sold - Contribution payment loans accounts sold by the CRIM.

9461
Equipment Maintenance - Charge this account for the maintenance and repair of municipal
equipment.

9462
Repair and Maintenance of Structures - Charge to this account the expenses for repair and
replacement of municipal structures, such as sidewalks, streets, roads, squares, bridges, etc.

9463
Vehicle Maintenance - Charge this account for the costs of repair and maintenance of municipal
vehicles.

9464 Building Maintenance - Charge this account for the costs of repairs and alterations to buildings.

9465
Miscellaneous - Include all those positions that were not classified under any specific function or
activity.

9466 ¨Sundry Administrative Expense¨ - Reserved for Section 8.

9467
Publications and Announcements - Include all those services by contracts related to
announcements and publications of notices.

9469
Postage - This account is charged for payments for postal services, such as stamps, stamped
envelope machines, registered correspondence, special delivery, and package delivery.

9470
Payment of Judgments and Claims - Debit this account for all payments to claimants prior to trial,
or as a result of judgments.

9471
Prior Year Claims - Charge this account for incidental expenses due to claims against prior year
debts and inactive surplus funds.
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9473 Waste Disposal - Include all expenses incurred in the disposal of solid, liquid and toxic waste.

9475

Reserve - * In the event of disagreement between the Legislative Branch and the Executive Branch in
the approval of the budget regarding budgeted expenditures, the amount in disagreement shall pass to
this account. * In the event that the municipality sets aside an amount of surplus income after having
made the distribution of expenses, said surplus will pass to this account. * The surplus of income
resulting after the distribution of expenditures has been made, when the budget of the previous year
applies.

9476
Contribution to the Equalization Fund - Charge to this account, the Contribution to the
Equalization Fund, as established in Law 29-2019.

9477
Contribution to the CRIM - This account will include the cost of the withholding, by way of the
contribution of the Municipality to the operational expenses of the CRIM, as provided for in Law No.
80 of August 30, 1991, as amended.

9478
Debt Settlement with the CRIM - Charge this account, the retention in the remittance for debt with
the Municipal Revenue Collection Center.

9479
Return of Interest and Other - This account will be charged for the excess allowable return on
investment from the issuance of Bonds Improperly Paid to Municipalities to be returned to IRS or
any other interest.

9480
Patron Saint Festivities - Include all expenses incurred in the celebration of the patron saint
festivities of the municipality.

9481 Festival or Activity I - Include all expenses incurred in holding festivals or municipal activities.

9482 Festival or Activity II - Include all expenses incurred in holding festivals or municipal activities.

9483 Festival or Activity III - Include all expenses incurred in holding festivals or municipal activities.

9484
Other Festivals or Activities - Include all expenses incurred in holding unclassified municipal
festivals or activities.

9490 ¨Preliminary Administrative Expense¨ - Prior to ACC Reserved for Section 8.

9491 ¨Preliminary Administrative  Expense¨  - After ACC Reserved for Section 8.
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9492 ¨Housing Assistance Payments¨ - Reserved for Section 8.

9493

Homebuyers Assistance (Grant) - Funds to be used to help individual buyers purchase homes and
to reduce the monthly cost of mortgage loans. These funds can also be used for rehabilitation
activities, so that homes that will later be sold to low-income families can meet applicable quality
standards. In addition, under this activity funds can be provided to a buyer to rehabilitate the home
after having purchased it.

9494
“Community Housing Development Organization (CHDO)” - Separate funding for Community
Nonprofit Housing Development Organizations.

9495
Subsidized Housing Rent - This account will be charged the income subsidy to low-income
individuals through the General Fund.

9496
Disbursement of the Own Home Program - Charge this account the disbursement to be used as
prompt payment or closing expenses in the acquisition of your first home of the Own Home
Program.

9501 ¨Replacement of Nonexpandable Equipment¨ - Reserved for Section 8.

9502 ¨Receipt from Nonexpandable Equipment not Replaced¨ - Reserved for Section 8.

9503 ¨Property Betterments and Additions¨ - Reserved for Section 8.

9504 ¨Operating Expenditures for Property¨ - Reserved for Section 8.

9901
Outgoing Transfers - * Transfers of legally authorized resources from one fund to another. * This
account will be charged the amount of principal and interest on operational loans according to the
Public Debt Maturity document.

9902
Property Tax - Applied to Advances - This account records the portion of the property tax that is
levied against the advance debt.

9999
Expenses from Prior Years - This account is required by the system for it to record expenses
incurred against obligations of previous years "result". The user should NEVER register anything to
this account. The system automatically records transactions.
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Code Description

11101 Municipal Legislature
11102 Office of the Mayor
11132 Press and Communications Office
11155 City Recovery and Reconstruction Office
11161 Public Events Office
12108 Human Resources Office
12121 Internal Audit Office
12125 Planning Office
12138 Environmental Affairs Office
12140 Permits Office
12159 Office of the Executive Advisor
13103 Finance Department
13119 Office of the Municipal Clerk
13122 Office of Management and Budget
13123 Information Technology Department
13139 Purchasing and Auctions Department
13152 Secretary of Administration
14104 Department of Public Works
14110 Recycling and Sanitation Department
14127 Department of Citizen Mobility
14128 Beautification and Landscaping Department
14146 Secretariat of Infrastructure, Beautification and  Building Conservation
14147 Building Conservation Department
14209 Sports and Recreation Department
14214 Cultural Development Department
14216 Department of Citizen Services
14218 Department of Housing
14224 Department of Education
14237 Head Start Program
14242 Department of Social Development and Community Self-Management
14253 Secretariat of Human Development
14329 Secretariat of Economic Development
14406 Municipal Emergency Management Office
14407 Municipal Police
14464 Municipal Medical Emergencies Office

DEPARTMENTS
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BUDGET SUMMARY 
  

  

 
The FY 2023-2024 Consolidated Revenue and Expenditure Budget is based on a resource 
projection of $190.9 million.  This represents a decrease of thirteen percent (13%) 
compared to the current fiscal year budget, as adjusted. 
 

TYPES OF FUNDS 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
Of these resources, it is estimated that $100.5 million will come from the General Fund 
and $90.4 million from Special Funds.   The latter includes resources corresponding to 
$57.7 million from the Operating Funds and $32.7 million from the Capital Improvement 
Program.  

 
 
 

Graph 18            

Graph 19      
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BUDGET SUMMARY 

The estimated $100.5 million for the General Fund is broken down as follows:  

Local Taxes of $88.3 million (Property Taxes $28.5 million, Municipal Patents $28.2 million, 
Sales and Use Tax (IVU) $24.0 million and Licenses and Permits $7.6 million); Intergovernmental 
Revenues of $5.7 million and $6.5 million of Service, Revenue and Other Revenues (Eventual 
Revenues $4.5 million, Miscellaneous Revenues of $53 thousand, Service Revenues of $713 
thousand, Interest of $318 thousand and Fines and Forfeitures of $900 thousand).  

Graph 21 

Graph 20 

Graph 22 
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BUDGET SUMMARY 
  

  

  
Of the $90.4 million in Special Funds, $30.2 million corresponds to contributions from Federal 
Government agencies, such as: Health and Human Services (HHS) $18.4 million to finance the 
Head Start Program; Housing and Urban Development (HUD) $9.4 million for the Subsidized 
Housing (Section 8), Community Development Block Grant (CDBG), Minimum Rehabilitation, 
HOME and Emergency Shelter (ESG) programs; and $1.6 million from the Federal Transit 
Administration (FTA).  In addition, $810 thousand for the 21st Century Program to provide 
educational services to elementary school students.  
 
It is estimated that $20.0 million will come from the Special Additional Contribution (CAE), $1.1 
million from the Extraordinary Fund - Act 53-2021, $3.9 million from Local Public Entity 
Contributions and $1.6 million from Services and Revenues and $969 thousand from Other 
Revenues and $22.3 million from Other Financial Resources.  Also included as part of the Special 
Funds presentation are resources of $32.7 million for Capital Improvements.    
 
For FY 2023-2024, $158.2 million or 
83% of the total Consolidated Budget is 
estimated to be for citizen services and 
operating expenses and $32.7 million or 
17% for capital improvement projects. 
Of the $100.5 million General Fund, 
$46.8 million or 47% is for compensation 
and benefits to municipal employees, 
$21.4 million or 21% for statutory 
expenses and $32.3 million or 32% for 
other general expenses and services. 
 
 

Graph 24       

Graph 23         
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BUDGET ANALYSIS 

 

 
REVENUES 
 
In this section we will analyze the revenue 
sources that the Municipality has to finance 
the programs and services that we will 
offer to the citizens during fiscal year 
2023-2024.  To estimate revenue 
sources, we used the previous year's 
revenue liquidation, the revenue 
projection as of June 30 of the current 
year, notifications from central 
government agencies, information 
from municipal agencies that receive 
federal funds, Puerto Rico's economic 
situation, and local and federal laws that 
have an impact on municipal revenues, 
among others.  Another important aspect 
when evaluating the revenues generated by 
the Municipality is the fact that the major 
revenue items are governed by state laws, 
which establish a maximum tax rate. 
 
For the upcoming fiscal year 2023-2024, the Town's total combined revenues are estimated at 
$190.9 million, which represents a decrease of $27.9 million or 13.0% from the current fiscal year 
budget, as adjusted.  Of this total, $100.5 million corresponds to the General Fund and $90.4 
million to Special Funds.  Of the latter, $32.7 million corresponds to resources that will support 
the annual element of the Capital Improvement Program.  The General Fund represents 52.7% of 
the combined funds.   
 
 

GENERAL FUND ($100.5 MILLION) 
 
This fund constitutes the Municipality's main source of revenue.  It is composed of: Local Taxes 
($88.3 M or 88%), Intergovernmental Revenues ($5.7 M or 6%) and Service, Revenue and Other 
Revenues ($6.5 M or 6%).  The 2023-2024 General Fund Budget was prepared to maintain the 
essential services provided to our citizenry.  Through the municipal agencies we allocate resources 
that will be used to provide direct services to the citizens.  In addition, with these resources we 
develop and achieve programmatic commitments to be carried out by municipal departments and 
offices, as outlined in the New Generation Strategic Plan.   
 
General fund revenues are estimated at $100.5 million, an increase of $838 thousand or 0.84% 
percent over the current fiscal year budget, as adjusted. 
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Graph 25             

 
The following graph presents the Total General Fund Revenues by fiscal year.  For the years 2016 
through 2022, current or actual data is presented as derived from the audited financial statements. 
The data presented for the years 2023 and 2024 are the estimates contained in the corresponding 
budget requests.  

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Graph 26      
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BASIC PROPERTY TAX ($28.5 MILLION) 
 
The Basic Property Tax represents 
the largest revenue component of 
the General Fund.  This source is a 
tax levied annually on the appraised 
value of all real estate and personal 
property in the City of Caguas.  The 
limits established by Act 107, 
supra, for the Basic Tax on Real 
Estate Property is 6.00% and on 
Personal Property is 4.00%.  The revenue estimate for the Basic Property Tax is submitted to the 
municipalities by notification from the CRIM, in accordance with Act No. 107 of August 14, 
2020, as amended.  For fiscal year 2023-2024, the estimate corresponding to the Basic Property 
Tax amounts to $28.5 million.   
 
 

MUNICIPAL PATENTS ($28.2 MILLION) 
 
Patent revenue is determined by the volume of gross sales generated by the City's businesses for 
the rendering of services or goods and by the type of business conducted pursuant to Chapter III 
of Book VII - Municipal Finance of Act 107 of August 14, 2020, as amended, known as the 
Municipal Code of Puerto Rico.  The same classifies municipal patents into financial and non-
financial businesses.  The tax rates for the payment of patents are imposed on any individual, trust, 
estate, succession, partnership, corporation, association and any form of service organization, 
financial sales, industry, or business; as well as any assignee, trustee, or representative, whether 
appointed by a court or by any other means that engages for profit in the rendering of any service, 
the sale of any property or any business within the territorial limits of the Municipality. 
 

 
 
 

Graph 27      
       

Graph 28           
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BUDGET ANALYSIS 

 

For the past several years, patent income has been stable.  Both in the Urban Center and in other 
sectors, the creation of businesses has been diverse.  We observe new offices and businesses that 
allow citizens and visitors to move around our city to meet their needs.   In Caguas, we seek to 
provide them with tools and options that allow new merchants and/or suppliers to remain attentive 
to what is happening in our city, because they are already part of it.   
 
 
SALES AND USE TAX (SUT) ($24.0 MILLION) 

 
Act No. 80 of June 29, 2007, among other things, made it mandatory for all municipalities of 
Puerto Rico to establish a one-point five percent (1.5%) tax, of which our Municipality collects 
one percent (1%), as provided in Sections 2410 and 6189 of the Act.  On the other hand, the 
Secretary of the Treasury collects point five percent (.5%).  
 

The fraction of SUT revenue 
corresponding to the one 
percent (1%) collected by the 
Municipality for fiscal year 
2023-2024 is estimated at 
$24.0 million.  Factors such as 
the rise in food prices and 
trends in consumption 
patterns and the creation of 
new businesses associated 
with the increase in the 

population of the City and the Region, have kept this revenue stable and solid.  The SUT collected 
in the Municipality applies to unprocessed food, not the portion of the tax collected by the 
Secretary of the Treasury.  Despite the modifications made in the way the different establishments 
are managed, the estimated projected SUT revenue is over $2.5 million, when compared to the 
previous fiscal year.   
 
 
LICENSES AND PERMITS ($7.6 MILLION) 
 
Within the category of licenses and permits, the line item with the highest income is the 
construction tax.  This tax applies to all construction work within the territorial limits of the 
Municipality, carried out by a private individual or legal entity, for or on behalf of, or under 
contract or subcontract with an agency or instrumentality of the Central or Municipal Government 
or the Federal Government, including work that does not require the request or issuance of a permit 
by the Regulations and Permits Administration or the Permits Office of the Municipality of 
Caguas.   
 
Any owner or contractor who carries out any construction activity must obtain a permit from the 
Municipal Government of Caguas, for which he/she pays up to a maximum of six percent (6%) of 
the cost of the construction work, in accordance with the tax rate, charges and exceptions 
established in Ordinance No. 11A-54, Series 2010-2011. 
 

Graph 29       
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License and permit revenue for fiscal year 2023-2024 is estimated at $7.6 million.   

 
The projection for the next fiscal year continues to be based mainly on several factors: the 
continued use of internal regulations that establish tax rates for the payment of construction taxes, 
routine revenues and new construction projects that arise in the City.  Around our city, there are 
projects underway and we expect that in the future new ones will continue to be developed, which 
will allow us to have a greater collection.    Our staff will continue to use the strategies established 
for the collection of differences in projects, which has allowed us to collect more taxes and permits.   

 
INTERGOVERNMENTAL REVENUES ($5.7 MILLION) 
 

Intergovernmental Revenues constitute the fourth main component of the General Fund.  It is 
comprised of the compensations and contributions of the Central Government, among which is 
included the Contribution in Lieu of Taxes paid by the Puerto Rico Electric Power Authority 
(PREPA) to the Municipality, as established in Act No. 83 of May 2, 1941.  The amendment made 
by Act 57 of May 22, 2014, the Compensation in Lieu of Taxes (CELI) establishes how PREPA's 
Gross Income from the 
purchase of fuel and energy is 
distributed.  The CELI 
comprises 11% of PREPA's 
Gross Revenues for this 
concept.  These will be 
distributed as follows: 2% to 
the Stabilization Fund, 9% for 
Subsidies and Subsidy Costs 
and 89% for Contribution in 
Lieu of Taxes - CELI.   
 
For fiscal year 2023-2024, revenues are estimated at $5.7 million.  This figure represents a decrease 
of $703 thousand or eleven percent (11%) from the current fiscal year. 

Graph 30           
  

Graph 31       
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SERVICE REVENUES ($713 THOUSAND) 
 

For the next fiscal year, service 
revenues are estimated at $713   
line item is mainly funded by the 
Cost Recovery Program.  This is a 
Program that compensates the 
general fund for the costs 
associated with utilities and other 
general services that, in some way, 
may be awarded or related to 
certain federal, state and local 

programs administrated by our Municipality.  In addition to including in the Federal Funds 
proposals the indirect cost indexes approved by the Federal Government, we seek to strengthen 
the reimbursement of direct costs through the invoicing of other concepts such as: payroll, utilities, 
vehicle maintenance, fuel, postage, among others.  
 
INTEREST AND INVESTMENT INCOME ($318 THOUSAND) 
 
Interest income is generated as a result 
of yields on deposit accounts.  It also 
comes from interest on investments, 
certificates of deposit and interest 
generated by the CAE account.  For 
fiscal year 2023-2024, this revenue line 
item is estimated at $318 thousand.  
This amount increased by $208 
thousand, compared to the previous 
fiscal year. 
 

SPECIAL FUNDS ($90.4 MILLION)  
 
Special fund resources are distinguished from the General Fund because they have a specific use, 
defined and regulated by local or federal law.  Many of these funds are competitive and are 
obtained by submitting proposals to various central or federal government agencies.  They are 
divided into the following revenue sources: contributions from the Federal Government, local 
revenues, contributions from Local Public Entities and other financial resources.   
 
FEDERAL FUNDS ($40.6 MILLION) 
 
Federal funds are contributions from the Federal Government that the Municipality obtains by 
submitting proposals to the U.S. Government to develop programs aimed at offering services in 
the areas of health, public safety, social welfare, housing, public transportation, employment and 
training, education, emergency services due to natural disasters and economic development, 
among others.  The Municipality continues with the strategy of identifying new sources of federal 
funds available to cities. 

Graph 32      
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For fiscal year 2023-2024, federal funds are estimated at $40.6 million.  Of these resources, $30.2 
million come from federal funds, which are estimated based on the proposals submitted to the 
Federal Government, and not necessarily based on a probability or certainty that they will be 
approved.  In addition, $10.4 million is part of the special funds for capital improvements, which 
are the result of allocations from the following programs: $9.4 million from the Federal 
Emergency Management Agency (FEMA) and $1.0 million from the Community Development 
Block Grant (CDBG). 
 
LOCAL REVENUES ($20.0 MILLION) 
 
Local revenues include the Special Additional Contribution (CAE) and other income and service 
revenues.  The CAE constitutes the main item within local revenues.  This revenue is generated 
under the Property Tax, i.e., it comes from a special levy on the taxable assessed value of property 
within the territorial limit of the Municipality of Caguas.  It is used for the payment of the principal 
and interest of the municipal public debt.  This revenue is received by notification from the CRIM 
to the Municipality and the prevailing rate under this concept is 3.50%.  For the next fiscal year, 
local revenues that are part of the special funds are estimated at $20.0 million, an increase of $109 
thousand with respect to the current fiscal year. 
 
LOCAL PUBLIC ENTITY CONTRIBUTIONS ($3.9 MILLION) 
 
Funds classified as Local Public Entity Contributions generally come from other Central 
Government agencies and transfers from Legislative Resolutions, among other entities.  For fiscal 
year 2023-2024, such contributions are estimated at $3.9 million.  This amount represents an 
increase of $371 thousand dollars with respect to the current fiscal year.   These funds are used for 
service, direct attention and for the needs of citizens in all population groups. 
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EXPENSES 
  
The 2023-2024 Budget reflects projected expenditures totaling $190.9 million for all funds.  This 
represents a decrease of $30.2 million compared to the current year's expenditure projection. 
 
The City budgets expenditures based on and limited to revenue estimates.  However, many of the 
programs and services offered to the citizens are financed in part by federal programs and other 
special funds.  In this section we will provide details on our expenditure programming, i.e., the 
proposed distribution and use of the resources we estimate we will receive. 

 
EXPENDITURE PROGRAMMING BY FUNCTION 
 
The Autonomous Municipality of Caguas directs its resources and efforts to satisfy the needs, 
problems and aspirations of its residents. Initially, priorities are established for the programs and 
activities through which services are provided to the residents of Caguas.  In addition, these 
programs and activities are geared toward satisfying community needs.  
 
In order to achieve a better coordination of services, and in line with the public policy of our 
Municipal Administration, the action programs are grouped into programmatic areas whose 
objectives are directed towards a common goal or achievement.  On this basis, the Budget has 
been divided into six programmatic areas, which in turn are subdivided into thirteen sections.   
 
The following are the goals, objectives, and activities of each Area and their assignment:  
 
SOCIAL DEVELOPMENT 
 
The Social Development function is subdivided into the following program sectors: Health and 
Environment, Social Welfare, Recreation and Culture, and Security.  The implementation of 
programs and services aimed at achieving the goals and objectives of these program sectors fall 
under the departments of: Environmental Affairs, Recycling and Sanitation, Human 
Development, Housing, Education, Citizen Services, Community Self-Development, Sports and 
Recreation, Cultural Development, Office of Emergency Management and the Police Corps. 
Municipal.  For the development of this programmatic function, during Fiscal Year 2023-2024, 
resources amounting to $72.8 million are being recommended.    
 
In order to make our City a vibrant, safe, healthy, cultured and supportive city, our Municipal 
Government seeks to improve the quality of life of Caguas families.  Through the provision of 
preventive health services, social services, recreational and cultural services, security services to 
life and property, and special services, we meet the needs of those who are on the margins of 
social and economic progress.  We carry out activities that allow us to take the services of our 
municipal government to the wards, providing assistance and help to the citizens of those 
communities.   
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INFRASTRUCTURE AND MAINTENANCE 
 
The goal of the programs under this function is to 
turn Caguas into a City with the highest quality 
infrastructure, which will allow it to become a 
beautiful, orderly and modern city.  To achieve this 
goal, programs are established to develop and 
maintain public roads in good condition; improve 
and increase the quality and quantity of drinking 
water in all housing developments, sectors and 
rural neighborhoods; rehabilitate storm and 
sanitary sewage facilities; and maintain our public 
buildings and facilities, including recreational 
areas, in optimal conditions. 
 
The Autonomous Municipality of Caguas takes on 
this function and develops it through the 
programmatic sectors of Public Space 
Conservation and Urban Renewal.  This functional 
classification includes the departments of Citizen 
Mobility, Public Works, Landscaping and 
Beautification, Building Conservation, the 
Secretariat of Infrastructure, the Permits Office 
and the Municipal Office for the Recovery and 
Reconstruction of the City. For the next fiscal year, 
resources amounting to $74.3 million are 
recommended for this programmatic function. 
 
ECONOMIC DEVELOPMENT 
 
An active Economic Development program is 
indispensable to achieve employment, income and 
production levels as a means to reduce extreme 
poverty and its inherent problems.  In this way, we 
want Caguas to be a City of Entrepreneurship and 
Entrepreneurs. 
   
The Autonomous Municipality of Caguas 
performs this function through the Commercial 
and Industrial Promotion and Facilities 
Management program sectors.  The Secretariat of 
Economic Development is the municipal agency 
responsible for developing and implementing 
activities and programs in this area.  For the 
development of this programmatic function during 
fiscal year 2023-2024, resources amounting to $3.4 
million are recommended.         
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ADMINISTRATION AND SUPERVISION 
 
The programs included in this classification provide the management services of administration, 
advice, supervision, and support necessary for the execution of public policy and the operation of 
the various municipal agencies.  For the development of this function, during fiscal year 2023-
2024, resources amounting to $15.4 million are being recommended. 
 
INTERNAL OPERATIONAL SERVICES 
 
These services are those of a general nature, necessary for the operations of all departments and 
offices of the Municipality.  Examples of these services are: accrued vacation pay, electric power, 
telephone service, water and sewer, insurance and contributions to the CRIM.  For the payment 
of these services during fiscal year 2023-2024, resources amounting to $24.4 million are 
recommended. 
 
LEGISLATION 
 
This function in the Autonomous Municipality of Caguas is exercised through the Municipal 
Legislature.  This is a unicameral body consisting of 16 members.  These citizens are elected by 
direct vote of the constituents of the City of Caguas in each General Election. 
 
The powers of the Municipal Legislature are set forth in Act No. 107 of August 14, 2020, as 
amended, known as the Municipal Code of Puerto Rico.  The powers of this Body arise from the 
principle of separation of powers.  This principle is fundamental in our democratic system of 
government, where the will of the People is the source of public power.  For the development of 
legislative activities during fiscal year 2023-2024, an appropriation of $623 thousand is 
recommended.      
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Table 5              
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EXPENDITURE PROGRAMMING BY CONCEPT 

Of the $100.5 million General Fund Budget for FY 2023-2024, an appropriation of $46.8 million 
is proposed for compensation and benefits to municipal employees, $21.4 million for statutory 
expenses and $32.3 million for other general expenses and services.   
 
PERSONNEL EXPENSES 
 
Personnel expenses represent the most significant portion of the General Fund budget.  It includes 
salaries, the "Pay as you go" charge, federal social security contributions, fringe benefits, and 
vacation and sick pay.  For fiscal year 2023-2024, this item contemplates an appropriation of $46.8 
million or 47%.  This figure represents an increase of $843 thousand or 2% over the current fiscal 
year.  The major change is in the Salary concept for the implementation of the Classification and 
Compensation Plan for municipal employees in the current fiscal year and in fringe benefits. For 
fiscal year 2023-2024 the list of positions totals 1,164 positions including 1,095 regular and 69 
irregular positions.  When compared to the current fiscal year, there is an increase of fourteen (14) 
positions.   
 

 
 
 
 

CONCEPT 2023
2024 

RECOMMENDED
 $        

CHANGE
% 

CHANGE

Salaries 31,622,773.00$      38,998,504.00$            7,375,731.00$        23%

Sick Leave 400,000.00$           500,000.00$                 100,000.00$           25%

"Pay Go" Charge 6,732,348.00$        6,659,767.00$              (72,581.00)$            -1%

Fringe Benefits 271,000.00$           541,000.00$                 270,000.00$           100%

Vacation Leave 50,000.00$             150,000.00$                 100,000.00$           200%

Reserve 6,930,000.00$        -$                              (6,930,000.00)$       -100%

 TOTAL  $           46,006,121  $                 46,849,271  $                843,150 2%

PERSONNEL EXPENSES BUDGET

Table 6              
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Table 7              
 

 

DEPENDENCY  2021-22  2022-23
RECOMMENDED 

2023-24
DIFFERENCE

Municipal Legislature 10 9 9 0

Office of the Mayor 43 40 44 4

Press and Communications 8 9 8 -1

Recovery and Reconstruction 10 13 14 1

Public Events 8 7 8 1

Office of the Executive Advisor 10 9 9 0

Human Resources 41 39 37 -2

Internal Audit 9 10 10 0

Planning Office 21 20 20 0

Environmental Affairs 7 7 7 0

Permits 32 33 33 0

Secretariaf of Administraton 7 7 6 -1

Finances 57 55 55 0

Municipal Clerk's Office 52 48 47 -1

Management and Budget 9 10 11 1

Information Technology 17 16 16 0

Purchasing and Auction 11 15 15 0

Infrastructure, Beautification and Building Conservation 29 29 29 0

Public Works 58 59 59 0

Recycling and Sanitation 106 101 103 2

Citizen Mobility 20 17 18 1

Beautification and Landscaping 78 78 78 0

Building Conservation 52 49 47 -2

Secretariat of Human Development 14 22 21 -1

Sports and Recreation 58 50 53 3

Cultural Development 60 56 56 0

Citizen Services 58 56 56 0

Housing 26 25 25 0

Education 21 19 19 0

Social Development and Community Self Management 19 17 19 2

Head Start Program 5 4 4 0

Secretariat of Economic Development 34 30 30 0

Emergency Management 55 56 34 -22

Muncipal Police 160 135 135 0

Medical Emergencies 0 0 29 29

 Total 1,205 1,150 1,164 14

POSITION BUDGET REPORT
FISCAL YEAR 2023-2024
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GENERAL EXPENSE 
 
STATUTORY ITEMS 

 
 
Statutory items are those that the Municipality is required by law to allocate resources in the 
budget as determined and reported by the state agency providing the service.  Due to the nature 
of these accounts, the expense they represent cannot be assigned to a particular administrative 
unit, since all of them benefit from them.  For this reason, they are budgeted in Program No. 38 - 
General Services of the Department of Finance. 
 
The allocations to statutory items in the recommended budget for 2023-2024 represent a decrease 
of eight (8%) with respect to the current fiscal year.  Said decrease corresponds to a reduction in 
the items of Health Expenses, Operating Loans, and the Contribution to the CRIM.   
 
The Deficit line item is budgeted to amortize expenditures incurred in excess of fiscal year 2022-
2023 appropriations as authorized in Sec. 2.091 of the Municipal Code.  Twenty-five percent 
(25%) of the debt shall be included in the budget of the four (4) fiscal years subsequent to the 
fiscal year in which the debt is incurred. 
 
 
 

CONCEPT 2023
2024 

RECOMMENDED
$      

CHANGE
% 

CHANGE

Health Expenses 7,794,147$               3,982,252$               (3,811,895)$             -49%

Operational Loans 5,636,313                 5,025,764                 (610,549)$                -11%

AEE  6,186,070                 6,394,131                 208,061$                  3%

Public Insurance 2,100,000                 2,100,000                 -$                         0%

Contributions to CRIM 1,459,159                 1,425,311                 (33,848)$                  -2%

Deficit -                            2,428,826                 2,428,826$               100%

Excavation Canon 12,000                      12,000                      -$                         0%

 TOTAL  $             23,187,689  $             21,368,284  $             (1,819,405) -8%

STATUTORY ITEMS BUDGET 

Table 8              
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UNAVOIDABLE ITEMS  
 
Table 9              

 
 
Inescapable items are those that, although not legislated, by their nature are essential and 
indispensable for the services offered by the Municipality and/or for the fulfillment of strategic 
objectives.  This category includes appropriations for the payment of utilities, solid waste 
management, contributions agreed to with organizations for the provision of services to the 
community, and payments for products necessary for municipal operations. 
 
The allocation to unavoidable items reflects a similar amount with respect to the current fiscal 
year; there was an increase of only $51 thousand dollars.  The change is due to an increase in 
Waste Disposal of Contributions to Corporations and Leasing.  In the first item, Act 53-2021 
created the Extraordinary Fund to cover expenses related to Waste Disposal.  For the second fiscal 
year, an appropriation of $1.1 million was received for this special fund to supplement the funds 
of the Waste Disposal item.  The remaining funds are budgeted at virtually the same amount as in 
the current fiscal year. 
 
 

CONCEPT 2023
2024 

RECOMMENDED
$            

CHANGE
% 

CHANGE

Solid Waste Disposal 6,267,860$           6,330,163$                 62,303$           1%

Contributions:

     CIMATEC 710,000                710,000                      -$                 0%

     C3TEC 200,000                245,416                      45,416$           23%

     Sustainable Communities Development Youth Corporation 150,000                150,000                      -$                 0%

     INTECO 50,000                  50,000                        -$                 0%

     Botanical Garden 162,300                162,300                      -$                 0%

     AMSI 100,000                100,000                      -$                 0%

Aqueducts and Sewers 2,200,000             2,200,000                   -$                 0%

Telephones and Communications 774,488                774,488                      -$                 0%

Leasings 568,535                676,712                      108,177$         19%

Fuel and Lubricants 800,200                800,200                      -$                 0%

Travel Expenses 102,600                97,150                        (5,450)$            -5%

Claims from Previous Years 639,000                480,000                      (159,000)$        -25%

Scholarships 25,000                  25,000                        -$                 0%

Food 125,000                125,000                      -$                 0%

Judgments 20,000                  20,000                        -$                 0%

 TOTAL  $        12,894,983  $               12,946,429  $           51,446 0%

UNAVOIDABLE ITEMS BUDGET 
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OPERATING ITEMS 
 
Operating items are those that cover 
general expenses for materials and 
supplies, some services, and other 
items necessary for the daily 
operations of the administrative units 
of the Municipality. Some of these 
services are to the community and 
others are of an administrative nature, 
that is, from one administrative unit to 
another or from one unit to the 
employees of the Municipality. 
Allocations to operational items show 
a decrease of five percent 5% with 
respect to the current fiscal year.   

 
OTHER EXPENSE ITEMS 
 
In the category of other expenses are those that, although not essential and indispensable, are 
important and necessary for the programming of services to the community established by the 
Municipal Administration. These expenses complement the services that the Municipality already 
offers, and include such items as: professional services, non-professional services, activities and 
festivities, equipment purchases, and donations, among others.  The allocation to other expenses 
represents an increase of sixteen percent (16%) compared to the current fiscal year's budget.  

 

Table 10        
     

Table 11         

CONCEPT 2023
2024 

RECOMMENDED
$    

CHANGE
% 

CHANGE

Maintenance $3,114,425 $2,536,386 ($578,039) -19%

Materials 1,423,525               1,479,695                   56,170                 4%

Publications and Announcements 360,545                  455,725                      95,180                 26%

Uniforms 32,000                    191,500                      159,500               498%

Trainings 40,000                    40,000                        -                      0%

 TOTAL  $            4,970,495  $                 4,703,306  $           (267,189) -5%

OPERATIONAL ITEMS BUDGET

CONCEPT 2023
2024 

RECOMMENDED
$            

CHANGE
%            

CHANGE

Professional Services 4,312,692$                  4,741,346$                  428,654$          10%

Non Professional Services 4,658,291                    5,198,854                    540,563$          12%

Activities 1,952,900                    3,031,500                    1,078,600$       55%

Equipment 1,125,921                    1,142,107                    16,186$            1%

Donations 347,000                       298,500                       (48,500)$           -14%

Other 240,956                       256,295                       15,339$            6%

 TOTAL  $                12,637,760  $                14,668,602  $       2,030,842 16%

OTHER EXPENSE ITEMS BUDGET
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FUND BALANCE 
 
At June 30, 2022, the Fund Balance of all governmental funds was $41.5 million.  Of this, $5.0 
million is in the General Fund, $11.9 million in the Capital Improvement Fund, $22.3 million in 
the Debt Service Fund, a $47 thousand deficiency in Health and Citizen Services, a $476 thousand 
deficiency in Social and Welfare Activities, and $2.8 million in Nonmajor Funds.  Of the $5.0 
million in the General Fund, $986 thousand corresponds to Restricted Fund Balance, $3.6 million 
in Assigned Fund Balance and $436 thousand in Unassigned Fund Balance which is used to meet 
contingencies or any other purpose determined by the Municipal Administration.  With respect to 
the General Fund, the cash balance as of June 30, 2023 is projected to have a deficit of $4.8 
million.  This represents an increase in spending due to Executive Order 2022-018 which 
authorized the provisions of Article 2.091 of the Municipal Code; authorizing the Director of 
Finance to incur obligations in excess (maximum of 10%) of the current fiscal year's spending 
budget.  
 

Table 12               

 
 

 Table 13                          

         

GENERAL
CAPITAL 

PROJECTS 
FUND

DEBT 
SERVICE 

FUND

HEALTH AND 
HUMAN 

SERVICES 
FUND

SOCIAL AND 
WELAFARE 
ACTIVITIES 

FUND

+ Revenue 95,967,310$     3,475,058$      28,190,697$       22,028,878$        16,866,440$        17,402,774.00$  183,931,157$      

- Expenses 90,406,676      7,133,626        23,277,336         21,461,378          17,883,812          16,276,712         176,439,540        

= Surplus (Deficit) 5,560,634        (3,658,568)      4,913,361           567,500               (1,017,372)           1,126,062           7,491,617            

+ Other Finanacial Sources (5,328,945)       10,355,684      2,357,072           773,957               369,540               1,716,323           10,243,631          

+ Sale of Other Assets 253,000           -                 -                    -                      -                      -                    253,000               

= Surplus (Deficit) 484,689           6,697,116        7,270,433           1,341,457            (647,832)             2,842,385           17,988,248          

Initial Fund Balance 4,542,698        5,237,838        15,053,946         (1,388,785)           171,764               (70,366)              23,547,095          

+/- Adjustment to Previous Periods -                  -                 -                    -                      -                      -                    -                      

= Initial Fund Balance Adjusted 4,542,698        5,237,838        15,053,946         (1,388,785)           171,764               (70,366)              23,547,095          

= Final Fund Balance 5,027,387$     11,934,954$  22,324,379$     (47,328)$            (476,068)$          2,772,019$       41,535,343$       

REVENUE, EXPENSES AND CHANGES IN THE FUNDS BALANCE

TO JUNE 30, 2022

OTHERS 
NON MAYOR 

FUNDS
CONCEPT TOTAL

MAJOR GOVERNMENTAL FUNDS

GENERAL
CAPITAL 

PROJECTS 
FUND

DEBT 
SERVICE 

FUND

HEALTH AND 
HUMAN 

SERVICES 
FUND

SOCIAL AND 
WELAFARE 
ACTIVITIES 

FUND

+ Assets 43,002,448$       15,599,304$       36,288,209$       9,998,492$            67,134,980$       12,082,958$      184,106,391$       

- Liabilities 33,824,906         1,633,287           13,963,830         2,614,789              67,611,048         6,752,303         126,400,163         

+ Deferred inflows of Resources 4,150,155           2,031,063           -                     7,431,031              -                     2,558,636         16,170,885           

Fund Balances

Nonspendable-Loans -                     -                     -                     -                        467,777              751,110            1,218,887             

Restricted -                     -                     -                     -                        -                     25,887              25,887                 

Commited 986,591              10,117,035         22,324,379         20,992                   1,160,014           2,367,580         36,976,591           

Assigned 3,604,762           1,817,919           -                     -                        -                     504,629            5,927,310             

Unassigned (Deficit) 436,034              -                     -                     (68,320)                 (2,103,859)          (877,187)           (2,613,332)           

= Total 5,027,387           11,934,954         22,324,379         (47,328)                 (476,068)             2,772,019         41,535,343           

43,002,448$      15,599,304$      36,288,209$      9,998,492$           67,134,980$      12,082,958$    184,106,391$      Liabilities and Fund Balance

OTHERS NON 
MAYOR 
FUNDS

BALANCE SHEET - GOVERNMENTAL FUNDS

TO JUNE 30, 2022

CONCEPTO TOTAL

MAJOR GOVERNMENTAL FUNDS
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Table 14                                       

 
      
 

PUBLIC DEBT 
 
In recent years, the statutory limitations that had affected us as a municipality have improved.  
Transparency and process management have stabilized the trust of the institutions with our city.  
The operation of our municipality, despite the statutory impositions that may arise in the future, 
will continue forward designing, contracting, and completing the public works planned for our 
city.  

 
The total debt of the Autonomous Municipality of Caguas as of July 1, 2023, considering recent 
financings, amounts to $133,555,737.27.  This debt is comprised of $92,415,478.09 (69.2%) in 
general obligation bonds and/or notes considered as financing based on the Special Additional 
Contribution (CAE); $27,824,025.71 (20.8%) corresponding to special obligation bonds and/or 
notes that represent debts secured with general fund revenues; and $13,316,233.47 (10.0%) 
corresponding to special obligation bonds and/or notes payable from the Sales and Use Tax (SUT) 
redemption fund.  Pursuant to Section 7.253 of the Puerto Rico Municipal Code (Act 107-2020), 
the Puerto Rico Financial Advisory Authority and Fiscal Agency (AAFAF) is created.  This is an 

 2018-19  2019-20   2020-21  2021-22  PROJECTION 

Revenue 95,190,866$    89,036,768$           92,458,542$         95,967,310$         98,181,806$         

- Expenses 83,955,993      78,848,878             84,060,870           90,406,676           107,970,312         

= Surplus (Deficit) 11,234,873      10,187,890             8,397,672             5,560,634             (9,788,506)            

+ Other Financial Sources (16,770,388)     (5,879,768)             (4,383,754)            (5,328,945)           

+ Sale of other assets 1,400,000        51,000                    -                        253,000                

= Surplus (Deficit) (4,135,515)       4,359,122               4,014,018             484,689                (9,788,506)            

Initial Fund Balance Reported (4,422,219)       (8,557,734)             (2,223,612)            4,542,698             5,027,387             

+/- Adjustment to Previous Periods -                   1,975,000               -                        -                       

= Initial Fund Balance Adjusted (4,422,219)       (6,582,734)             (2,223,612)            4,542,698             5,027,387             

= Final Fund Balance (8,557,734)$     (2,223,612)$           1,790,406$           5,027,387$           (4,761,119)$          

REVENUES, EXPENSES AND CHANGES IN THE BALANCE OF THE GENERAL FUND                                                                                                                                 

CONCEPT

Graph 34               

$92,415,478 $27,824,026 $13,316,233 
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2023-2024

Public Debt Balance- $133.5 Million
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independent Public Corporation and was created with the purpose of acting as fiscal agent, 
financial advisor, and reporting agent for the Government of Puerto Rico.  AAFAF assumed most 
of the responsibilities previously held by the Government Development Bank (GDB).  The GDB 
completed a restructuring process of certain financial obligations under Act 109-2017, as amended. 
The loans were transferred from the GDB to the "GDB Debt Recovery Authority" (new creditor).  
The terms of all loans remain in full force and term, being the same enforceable by GDB.   
 

Of the total debt of $133,555,737.27, 42.8% 
corresponds to loans transferred to the GDB 
Debt Recovery Authority, advised by AAFAF, 
and 57.2% to Commercial Banking. Statistics for 
the last few years have shown fluctuations in 
public debt.  When taking into account the fiscal 
year with the highest amount, the debt has 
decreased by almost $147,000,000 million, 
which represents a (52.3%).   Total Public Debt 
as of July 1, 2022 amounted to $142.2 million.  
Payments issued during fiscal year 2022-2023 
total $8.6 million, leaving a balance of $133.6 
million in debt.   

 
 

 
 
GENERAL OBLIGATIONS - CAE LOANS 
(DEBTS BASED ON THE SPECIAL ADDITIONAL CONTRIBUTION) 
 
Financing evidenced by general obligations is limited by the Legal Margin authorized by Law; 
that is, it may not exceed 10% of the aggregate assessed valuation of taxable property within the 
Municipality (the "Legal Margin").  The amount by which such balance exceeds the outstanding 
general obligation balance is the available Legal Margin. 
 
 
 
 

Graph 35        

Graph 36           
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The value of taxable property, pursuant to 
the provisions of Act No. 7 of March 9, 
2009, as amended, known as the "Special 
Act Declaring a State of Fiscal Emergency 
to Save the Credit of Puerto Rico", 
amounts to $1,263,211,091.  Therefore, 
the Borrowing Margin of the Municipality 
is $126,321,109 based on data received 
through June 30, 2022.  Discounting the 
outstanding debt as of July 1, 2023 of 
($100,952,478), the Available Legal 
Margin would result in $25,368,631. 
These totals are the most current values 
held by the Municipality. 
 
The current and/or authorized debt comprises the issuance of general obligation bonds or notes 
originated by the Municipality in accordance with the purposes legally authorized by the Puerto 
Rico Municipal Code. Ninety-one-point four percent (91.4%) of the funds authorized through CAE 
borrowings have been used for the development of long-term public works and the remaining 
eight-point six percent (8.6%) for the acquisition of equipment and other short-term purposes.   
 
Sixty-three-point four percent (64.9%) of the general obligations are concentrated in Private 
Banking, at a highly competitive interest rate.  The remaining thirty-five-point one percent (35.1%) 
is directly with the GDB Debt Recovery Authority, advised by AAFAF, at an interest rate of one 
point fifty percent (1.50%) over the Prime Rate with a minimum of six percent (6%). 
 
The Special Additional Tax (CAE) imposed by the Municipality through Ordinance No. 08B-28, 
Series 2008-2009, is three percent (3%) on all property subject to taxation within the geographic 
limits of the Municipality. The proceeds of said tax are paid into the Municipal Debt Redemption 
Fund established by the Municipal Revenue Collection Center (CRIM). 
 
The Municipality uses approximately 
$18,856,421 of the revenues from the 
special additional property tax for the 
purpose of paying debt service on 
obligations evidenced by general 
obligation bonds or notes (CAE). The 
projected balance of the Municipal 
Redemption Fund to determine the 
ability to pay as of July 1, 2023 is 
approximately $32,410,684.  Revenues 
for the fund for fiscal year 2023-2024 
are estimated to be $19,958,267. 
 
 
 

Table 16       
 

Table 15       

DESCRIPTION AMOUNT

Taxable Value of Municipal Property $1,263,211,091 

Borrower Margin (10%) 126,321,109

Debt in Circulation - July 1, 2023 - 100,952,478

Available Legal Margin = 25,368,631

CAE LEGAL MARGINS

AMOUNT

CAE Estimated Initial Balance 1 julio 2023 $32,410,684 

CAE Revenue 2023-2024 + $19,958,267 

Total Available = $52,368,951 

Loan Payments 2023-2024 - $18,856,421 

CAE Estimated Final Balance 30 junio 2024 = $33,512,530 

CAE REDEMPTION FUND

DESCRIPTION
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The Redemption Fund Balance, as of June 30, 2024, is estimated at $33,512,530. The excess 
arising from the proceeds of the Special Additional Contribution and deposits in the Municipal 
Public Debt Redemption Fund that are not directly pledged to service outstanding Municipal 
General Obligation Bonds or Notes, are resources available for the redemption of additional debt 
and/or for operating expenses, with prior review and certification by the Puerto Rico Financial 
Advisory Authority and Fiscal Agency (AAFAF).  
 
 

SPECIAL OBLIGATIONS - OPERATING LOANS 
(DEBTS SECURED BY THE GENERAL FUND) 
 
The debt for bonds or special obligation notes corresponds to loans where the source of repayment 
comes from the operating revenues of the Municipality.  The maximum amount allowable for the 
payment of these loans may not exceed 10% of the average recurring operating revenues of the 
Municipality for the two (2) fiscal years immediately preceding the current fiscal year. At present, 
the maximum allowable for the payment of debt is $9,417,303. For fiscal year 2023-2024, the 
payment of principal and interest of the current debt is estimated at $5,025,737. Therefore, the 
payment capacity to issue additional debt is $4,391,566. 

 
 

 
 
 
 
 
 
 
 
 
 
 

 
Act No. 107, supra, allows special obligation bonds or notes to be used to finance public works or 
improvements, equipment acquisition, payment of operating expenses, and cover budget deficits, 
among others. Eighty-six-point one percent (86.1%) of the special obligations contracted by the 
Municipality are financed on a long-term basis, and most of them correspond to the development 
of public works and improvements.  The remaining thirteen-point nine percent (13.9%) of the debt 
is financed on a short-term basis and pertains to the acquisition of equipment.   
 
Fifty-eight-point eight percent (58.8%) of the operational obligations are concentrated in 
Commercial Banking at a highly competitive interest rate.  The remaining forty-one-point two 
percent (41.2%) is directly with the GDB Debt Recovery Authority, advised by AAFAF, at a 
variable interest rate.  
 
 
 

Table 17        
 

AMOUNT

Average Revenue for the past two (2) years
$94,173,029 

+ $9,417,303 

Total Loan Payments -
$5,025,737 

= $4,391,566 

Maximum Allowable for Debt Payment (10%)

Ability to Pay Additional Debt

OPERATIONAL LEGAL MARGIN

DESCRIPTION
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SPECIAL OBLIGATIONS - IVU LOANS 
(DEBTS SECURED BY THE SUT REDEMPTION FUND) 
 
As of June 30, 2022, the obligations for borrowings payable from the Municipal Redemption Fund 
(IVU) amounted to $13,316,233.47.  In Book VII - Municipal Treasury, Chapters V and VI create 
a special fund called the Municipal Administration Fund (FAM) and the Municipal Financing 
Corporation (COFIM) respectively; the debt corresponding to the municipalities will be covered 
by the COFIM Redemption Fund. 
 
The COFIM Redemption Fund shall be funded each fiscal year from the following sources: (1) the 
product of one percent (1%) of the Municipal Tax collected during the previous fiscal year 
multiplied by a fraction whose numerator shall be point three percent (0.3%) and whose 
denominator shall be the Municipal SUT tax rate, or (2) the applicable Fixed Income.  For fiscal 
year 2023-2024 the Fixed Rent shall be seventy-three million eight hundred and thirty-one 
thousand seven hundred and sixty eight dollars ($73,831,768).  The Fixed Rent for each subsequent 
fiscal year shall be equal to the Fixed Rent for the previous year plus one point five percent (1.5%) 
of the Fixed Rent.   

  
This fund is funded by the deposits made 
from the collections corresponding to two 
percent (.2%) of the proceeds of the five 
percent (.5%) Municipal Sales and Use 
Tax authorized and collected by the 
Secretary of the Treasury. The authorized 
financing payable from the SUT is not 
subject to the borrowing margin 
limitations.  Pursuant to the provisions of 
Section 2707 of Act No. 80 of July 29, 
2007, as amended, the Municipality 
authorized the transfer to the Municipal 
Redemption Fund of one hundred percent 
(100%) of the revenues of the Municipal 
Development Fund for the purpose of 

increasing its payment capacity for SUT financings.  The balance in the Municipal Redemption 
Fund, projected as of July 1, 2024, amounts to four hundred fifteen thousand six hundred seventy-
nine thousand dollars ($415,679). 
 
Among the authorized purposes for obtaining this financing are the use of programs for the 
collection of solid waste and recycling, construction of works and permanent improvements, health 
and safety, payment of payroll and related expenses such as employer contributions or payroll 
taxes; in any activity or project within the sound public administration of the Municipality, except 
for the payment of payroll and expenses related to the same activities or projects.  
 
 
 

Table 18        
 

AMOUNT

Fund Balance: July 1, 2023 $2,773,351 

-
2,357,672

Fund Excess: June 30, 2024 = $415,679

Debt Service: 2023-2024

* Debt Service according to Amortization Table. Excess of the 
Fund reflects the balance in the Banking Statement.

 IVU REDEMPTION FUND

DESCRIPTION
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CAPITAL IMPROVEMENT PROGRAM 
 
The Capital Improvement Program is a planning tool that aims to identify and schedule the 
permanent works and improvement projects necessary for the future of our City. It emphasizes the 
strategic use of infrastructure to promote economic development and community revitalization, 
create and maintain municipal facilities to improve our services, and develop projects that promote 
sports and cultural activities. 
 
This program groups the proposed projects in their acquisition, design, and construction stages. 
For each project, it defines, among other things, the administrative unit primarily responsible for 
its development and the estimated cost and date of operation. 
 
This section includes a list of the projects to be undertaken during the next fiscal year and their 
respective funding sources.  In addition, it details the amount of funds that the Municipality 
proposes to invest specifically during fiscal year 2023-2024, which is known as the Annual 
Element of the Capital Improvement Program. 
 
The principal sources of financing for the development of capital works and capital improvement 
projects are: 
 Issuance of Bonds, Notes and other financing instruments, which are backed by revenues 

provided by the Special Additional Tax (CAE), the General Fund and the Sales and Use Tax 
(IVU) Redemption Fund. 

 Contributions from the Government of the United States of America and Contributions from 
the Government of Puerto Rico. 

 Legislative contributions approved by joint resolutions for the execution of projects through 
the Municipal Development Fund of the Sales and Use Tax. 
 

The country's fiscal situation has limited access to the bond market. However, due to its fiscal 
discipline, the Municipality was able to obtain approval from the Fiscal Control Board last 
February for financing from Banco Popular for improvements to several roads in our Municipality.  
 
A summary of the total investment of funds is 
presented in the chart.  The projects listed in the table 
mark the beginning of the City's reconstruction.  
 
The Annual Element of the 2023-2024 Capital 
Improvement Program is $32,728,076. The City, under 
the Capital Improvement Program, continues to 
undertake rehabilitation, repair, waterproofing and 
improvement projects to various facilities and areas of 
the City.  As of June 30, 2022, the City had a fund 
balance of $11.9 million in the Capital Improvement 
Fund.   
 
 
 

Figure 37      
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Table 19            

PROJECT  COST 

Road Improvements PR-765, San Salvador Ward 2,090,778$               

Improvements Los Reyes Bridge, Las Carolinas 1,573,638$               

Road Improvements Beatriz Wared 1,075,252$               

Road Improvements Cañaboncito Ward 1,023,354$               

Street Lighting 759,586$                  

Road Improvements Rio Cañas Ward 653,510$                  

Road Improvements Tomás de Castro Ward 404,040$                  

Road Improvements Bairoa Ward 367,850$                  

Road Improvements Borinquen Ward 346,676$                  

Road Improvements Urb. Parque del Monte,  Cañabón Ward 284,859$                  

Road Improvements Pueblo Ward 199,174$                  

Road Improvements Turabo Ward 190,907$                  

Road Improvements San Antonio Ward 126,218$                  

Road Improvements Urb. Estancias del Bosque 124,614$                  

Road Improvements PR -172,  Cañaboncito Ward  (Interior) 111,506$                  

PROJECT  COST 

Improvements Baseball Parks

Bairoa La 25 80,000$                    

Villa Turabo 35,000$                    

Reconstruction of Streets and Roads

Bairoa Ward 530,614$                  

Turabo Ward 377,000$                  

PROJECT  COST 

Improvements to Sports and Recreation Facilities

Los Campeones Park 827,014$                  

Millán Clara Track 751,902$                  

Recreational Facilities Urb. Santa Juana I y II 480,761$                  

Improvements Roger Mendoza Coliseum 13,300,000$             

Asphalt Projects:

State Avenues and Roads 1,450,655$               

Bairoa Ward 122,619$                  

 Beatriz Ward 527,789$                  

Cañabón Ward 940,643$                  

Cañaboncito Ward 1,047,943$               

Pueblo Ward 289,292$                  

Rio Cañas Ward 1,324,619$               

Tomás de Castro Ward 981,619$                  

Turabo Ward 328,645$                  

Federal Emergency Management Agency (FEMA)
$9,331,961

Community Development Block Grant (CDBG) 
$1,022,614

"Loan - CAE Fund
$22,373,501"
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 REVENUE SOURCES 2021-22 2022-23 2023-24 CHANGE

GENERAL FUND RESOURCES

Waste Disposal:
Public schools $40,000 $0 $0 $0
Transshipment Plant 40,000 0 0 $0

Sale of Stamps and Receipts 2,900 4,500 4,500 $0
Other Revenue from Services:

Utilities Transportation Center 8,900 8,900 8,900 $0
Personal Expense Recovery: Prog CDBG 380,000 380,000 380,000 $0
Personal Expense Recovery: Prog H.Start 100,000 100,000 100,000 $0
Utilities 100,000 100,000 100,000 $0
Vehicle Maintenance and Fuel 20,000 20,000 20,000 $0
Others 100,000 100,000 100,000 $0

Total Revenue for Services $791,800 $713,400 $713,400 $0

Rent of Premises and Municipal Property:
Transportation Center I $29,000 $29,000 $29,000 $0
Our School 12,000 0 0 $0
Gautier Benítez Plaza: Land 24,420 24,420 24,420 $0

Total Miscellaneous Revenue $65,420 $53,420 $53,420 $0

Investment Interests $60,000 $60,000 $10,000 -$50,000
Bank Interests 50,000 50,000 308,000 $258,000

Total Bank Interests $110,000 $110,000 $318,000 $208,000

Traffic $900,000 $900,000 $900,000 $0

Total Fines and Confiscations $900,000 $900,000 $900,000 $0

GENERAL FUND TOTAL $90,979,720 $99,697,048 $100,535,892 $838,844

Eventual Revenues:  Budget Realignments $1,768,828 $2,312,140 $0 -$2,312,140

GENERAL FUND TOTAL (ADJUSTED) $92,748,548 $102,009,188 $100,535,892 -$1,473,296

G. Revenue for Services

H. Miscellaneous Revenue

I. Bank Interests

J. Fines and Confiscations

ESTIMATED REVENUES
FISCAL YEAR  2023-24
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Table 21              
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DEFINITION OF TERMS 

 

Account - A financial concept used to classify and describe the concept of the action to be 
executed.  In any fund there are two (2) types of accounts: revenue accounts and expenditure 
accounts. 
 
Activity - A set of tasks or actions that are performed as part of the effort to achieve the objective 
or end product of a program. 
 
Administrative Unit - Each work group in which the administrative organization of the 
municipality is organized.  In the Autonomous Municipality of Caguas, this group includes the 
different departments, offices, agencies, and programs. 
 
Affiliated Corporation - A private nonprofit corporation organized pursuant to Section 17.016 of 
Act No. 81 of August 30, 1991, as amended, better known as the Autonomous Municipalities Act 
of the Government of Puerto Rico.  The municipality may form part of, participate in, sponsor, 
and support corporations of this type for the purpose of promoting the economic, cultural, or social 
improvement of a municipality or its region. 
 
Borrowing Margin - Ten percent (10%) of the total assessed value of the property in the 
municipality and which represents the maximum amount that may be used in the issuance of bonds.  
This percentage is determined by the Constitution of Puerto Rico.    
 
Budget - A comprehensive plan expressed in financial terms by which an operational program is 
carried out for a given period of time.  In the municipality, this period of time is a fiscal year, with 
the objective of meeting the needs of its clientele. 
 
Capital Improvement Plan - A multi-year planning tool used by governmental entities to identify 
needed permanent (capital) improvement projects, over a three (3) to five (5) year period of time, 
and coordinate timing of development and operation to optimally meet the needs of the 
community.  
 
Consolidated Budget - Refers to the budget for any fiscal year that includes the resources of the 
three (3) major revenue groups of the municipality: the General Fund, the Special Fund and the 
Capital Improvement Program resources.   
 
Current Budget - Refers to the budget corresponding to the current fiscal year. 
 
Data - A symbolic (numerical, alphabetical, algorithmic) representation of quantity or measure 
that describes some event or activity.  Its analysis or interpretation can help in the decision-making 
process. 
 
Estimated Revenues - A statement of the measurable revenues, by source and amount, that the 
municipality expects to receive to finance its operations during a fiscal year.  The municipality's 
revenues are divided into two major groups: the General Fund and the Special Funds, which in 
turn include the resources of the Capital Improvement Program.   
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DEFINITION OF TERMS 

 

Expenditure Programming - This is the result of the reconciliation between revenue estimates 
and the requests for funds included in the budget requests submitted by the different administrative 
units. In this way, the distribution of funds among the different units is adjusted. 
 
Fiscal Year - A period of twelve (12) consecutive months.  In the Autonomous Municipality of 
Caguas and the Government of Puerto Rico it is the period between July 1 of each calendar year 
and June 30 of the following calendar year.  With respect to Federal Funds, this twelve (12) month 
period varies for each program. 
 
Fund - Any accounting unit in which an amount of money or other separate fiscal resources are 
appropriated for the purpose of carrying out a specific activity or achieving certain objectives in 
accordance with laws, regulations, ordinances, resolutions, restrictions, or special limitations and 
which constitutes a separate and independent fiscal and accounting entity, including, but not 
limited to, accounts created to account for the proceeds of authorized bond issues and federal 
funds. 
 
General Expense - The group of items or accounts into which the allocation of funds for the 
operation of the programs is distributed, such as: office supplies, gasoline, repairs, equipment and 
others. 
 
General Fund - This is the municipality's main operating fund and provides most of the 
municipality's revenues.  This fund is nourished by those accounts controlled or collected by the 
municipality, such as property taxes, patents, sales and use tax, and excise taxes, among others.  
 
Goal - General result or purpose to be achieved in a period of time, in meeting a need in accordance 
with the organization's mission.  It includes what is intended to be achieved and the result or 
condition to be achieved. 
 
Indicators - These are quantitative or qualitative measures used to analyze productivity and 
progress achieved in terms of desired results. 
 
Legal Basis - Refers to the Law, Ordinance, Budget Resolution, or Executive Order that provides 
for the creation of an Administrative Unit. 
 
Liquidated Budget - Refers to the current or actual budget data at the end of a fiscal period. 
 
Mission - Corresponds to the basic or fundamental function or responsibility of an organization. 
It refers to the reason for its existence and what distinguishes it from others.  It answers in general 
terms what the agency was created for, purpose, who it serves, main objective, policy and 
institutional identity. It presents the course of action selected by the government to guide decisions 
regarding a need or problem of public interest. 
 
Objective - The most specific result that must be achieved in the shortest time frame for the goal 
to be achieved.  It is quantifiable or qualifiable, concise and understandable, feasible and realistic, 
acceptable and located within a fiscal year. 
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DEFINITION OF TERMS 

 

Organizational Structure - System through which the functions, powers, and responsibilities of 
the municipal agencies or administrative units that make up the Municipality are distributed, 
integrated, and coordinated. 
 
Personnel Expense - Presents the sum of all items related to the payment of employees' personnel 
services, such as salaries and fringe benefits. 
 
Program - Forms a service unit based on the clientele it serves and its operational structure.  It is 
oriented towards a specific purpose and responds to legal requirements. 
 
Programmatic Area - A set of government programs with interrelated purposes.  Six (6) 
programmatic areas are identified in the Budget Document: Social Development, Infrastructure 
and Conservation, Economic Development, Administration, Legislation, and Internal Operational 
Services.  Some of these areas are further divided into programmatic sectors.  
 
Project - A self-contained set of institutional resources and measures designed to achieve one or 
more goals and objectives within a given period of time. 
 
Public Debt - Obligations incurred by the municipality for loans to finance the development of 
public works (Capital Improvement Program) and the acquisition of equipment, vehicles, and 
property for the provision of services to the Community. 
 
Public Policy - A planned and orderly course of governmental action aimed at satisfying the needs 
of citizens. 
 
Recommended Budget - Refers to the budget recommended by the Mayor to the Municipal 
Legislature for the next fiscal year. 
 
Redemption Fund - The money or financial resources set aside for the payment or servicing of 
public debt. 
 
Secretariat - Administrative unit in charge of directing the operations of its component units or 
programs.  
 
Special Funds - Funds where certain resources are received for specific purposes in accordance 
with current legislation.  They are derived from contributions from the Federal Government, 
contributions from local public entities, bond issues authorized by the Municipal Legislature, and 
other local revenues from rents and services.  Expenditures from these special funds do not require 
annual legislative action because disbursements are authorized by previously approved legislation.   
 
Vision - The desired future. A comprehensive and positive image or statement of what we want to 
achieve, of what we want to transform our organization into. 
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ACRONYMS AND ABBREVIATIONS 

 

 
AAA - Aqueduct and Sewer Authority 
AAFAF - Puerto Rico Financial Advisory Authority and Fiscal Agency of Puerto Rico 
AARP - American Association of Retired Persons 
ACC - Annual Contributions Contract 
ACEMLA - Association of Composers and Publishers of Latin American Music 
Accum. - Accumulated 
Act. - Article 
ACUDEN - Administration for Child Care and Development 
ADFAN - Family and Children's Administration 
ADM - Administration 
Adm. - Administrative 
ADT - Labor Law Administration 
ADSEF - Administration of the Socioeconomic Development of the Family 
PREPA - Electric Power Authority 
AEELA - Association of the Employees of the Commonwealth of Puerto Rico 
Agro. - Agronomist 
AMSI - Municipal Alliance of Integrated Services 
ARRA - American Recovery and Reinvestment Act 
ASES - Health Services Administration 
ASSMCA - Addiction and Health Care Services Administration 
Ave. - Ave. 
BADECO - Central Eastern Development Bank 
CDB - Community Development Bank 
GDB - Government Development Bank 
C3TEC - Centro Criollo de Ciencias y Tecnología (Creole Science and Technology Center) 
CAE - Special Additional Contribution 
Carr. - Road  
CCECI = Corporation for Creole Ethnoecological Conservation, Inc. 
CCP - Child Care Partnership 
CCSVVV - Virtual Surveillance System Control Center 
CDBG - Community Development Block Grant 
CDT - Diagnostic and Treatment Center 
CEECTEC - Center for Emerging Enterprises in Science and Technology 
CELI - Contribution in Lieu of Taxes 
CHDO - Community Housing Development Organization 
CFSE - State Insurance Fund Corporation 
CIMATEC - School of Science, Mathematics and Technology 
CJDCS - Youth Corporation for the Development of Sustainable Communities 
CNCS - Corporation of National Community Services 
Co. - Company 
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ACRONYMS AND ABBREVIATIONS 

 

 
CO2 - Carbon Dioxide 
COBAC - Caguas Fine Arts Corporation 
CoC - Continuum of Care Program 
CODECCA - Corporation for the Development of the City of Caguas 
COEX - Caguas Commercializes and Exports 
COFIM - Municipal Financing Corporation 
COFINA - Corporation of the Loan Interest Rate Fund 
Cond. - Driver 
Conser. - Conservation 
COPS - Community Oriented Policing Services 
COPUVO - Puerto Rican Volleyball Confederation 
Coord. - Coordinator 
Cont. - Continued 
COVID 19 - Corona Virus Deseas 
CPA - Certified Public Accountant 
CRIM - Municipal Revenue Collection Center 
CUT - Traditional Urban Center 
DCE - Department of Building Conservation 
DDC - Cultural Development Department 
DE - Department of Education 
Des. - Development 
DF - Family Department 
DJ - Department of Justice 
DJF - Federal Department of Justice 
DPMC - Project Development and Citizen Mobility 
DRD - Department of Recreation and Sports 
DNER - Department of Natural Resources 
DRS - Recycling & Sanitation Department 
DSM - Municipal Secretary's Department 
DT - Department of Labor 
EECBG - Energy Efficiency and Conservation Block Grant 
EHS - Early Head Start 
Exec. - Executive (a) 
Emerg. - Emergency 
Empl. - Employee 
EPA - Environmental Protection Agency 
ESG - Emergency Solutions Grants Program 
Esp. - Specialist 
Esq. - Corner 
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ACRONYMS AND ABBREVIATIONS 

 

 
Etc. - Etc. 
FAM - Municipal Administration Fund 
FDIC - Federal Deposit Insurance Corporation 
Fds. Fed. - Federal Funds 
FEMA - Federal Emergency Management Agency 
FTA - Federal Transit Administration 
FY – Fiscal Year 
GAAP - Generally Accepted Accounting Principles 
GASB - Governmental Accounting Standard Board 
GDB - Government Development Bank of Puerto Rico 
GFOA - Government Finance Officer Association 
GIS - Geographical Information System  
GPS - Global Positioning System 
HAP - Housing assistance payments 
HHS -Health and Human Services 
HOME - HOME Investment Partnerships Program 
Hon. - Honorable 
HS - Head Start 
HOPWA - Housing Opportunities for Persons with AIDS 
HUD - Housing and Urban Development 
Infrastructure - Infrastructure 
Eng. - Engineer 
INTECO - East Central Technology Initiative 
Ir - Irregular 
IRS - Internal Revenue Services 
IVU - Sales and Use Tax 
EQB - Environmental Quality Board 
JTPA - Job Training Partnership Act 
Km. - Kilometer 
kWh - Kilowatt 
Lcda. - Licentiate 
License - License 
LIMS - Land Information Management System 
LM - Municipal Legislature 
L.P.R.A. - Laws of Puerto Rico Annotated 
MAC - Autonomous Municipality of Caguas 
Maintenance. - Maintenance 
MAVI - Independent Living Movement 
Max. - Max. 
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ACRONYMS AND ABBREVIATIONS 

 

Min - Minimum 
MS4 - Stormwater Discharges from Municipal Sources 
MUAC - Museo de Arte de Caguas (Museum of Art of Caguas)  
N/A - not available 
NEA - National Endowment for the Arts 
NPDES - National Pollutant Discharge Elimination System 
No. - Number 
OAA - Office of Environmental Affairs 
OATRH - Office of Administration and Transformation of Human Resources of the Government 
of Puerto Rico 
OCPR - Office of the Comptroller of Puerto Rico 
OCR - Optical Character Recognition 
OEPPEPR - Puerto Rico State Office of Public Energy Policy 
ODECUT - Office for the Development of the Traditional Urban Center 
OEPPE - Puerto Rico State Office of Energy Public Policy 
OMB - Office of Management and Budget 
OGPE - State Permits Management Office 
OMEM - Municipal Office of Medical Emergencies  
OMEP - Office of Public School Improvement 
OMME - Municipal Office for Emergency Management 
OP - Permits Office 
Op. - Operator 
OPM - Municipal Public Works 
Org - Organizations 
NPO - Nonprofit Organizations 
P. de la C. - House Bill 
PAE - Employee Assistance Program 
PAFE - Financial Assistance Program for Enterprises 
PayGo - Pay as you Go 
Plan. - Planner 
PM - Municipal Police 
Mcpal. - Municipal Police 
PR - Puerto Rico 
Prog. - Programs 
PROMESA - Puerto Rico Oversight, Management, and Economic Stability Act 
Prop. - Property 
Project - Project 
PSORP - Protection Order Follow-up Program 
Pub. - Pub. 
S/L - About the 
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ACRONYMS AND ABBREVIATIONS 

 

 
SANOS - Health Insurance by Our Solidarity Organization 
SAP - Applications and Products System 
SDE - Secretariat of Economic Development 
Service - Service 
GIS - Geographic Information System 
SINOT - Non-Occupational Disability Insurance 
SIOC - Department of Infrastructure, Beautification and Conservation 
Systems - Systems 
SM - Municipal Secretariat 
Supv. - Supervisor 
Technician - Technician 
TSC - Transportation Security Commission 
Urb. - Urbanization 
USAC - University Studies Abroad Consortium 
USDA - United State Department of Agriculture 
Veh. - Vehicle 
VOCA - Victims of Crime Act 
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